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Editorial Comment 
IMPENDING BANKING LEGISLATION 


LU) ase the impulse of the expe- 


riences of last autumn, we are 

likely to witness early attempts 
to make important alteration in the 
banking laws of the country. In ordi- 
nary times, when things are going along 
smoothly, it is difficult to arouse sufh- 
cient interest in banking matters to get 
Congress to take any action in respect 
to them. There have been some excep- 
tions, of course. But the general ten- 


dency is as above stated. Smarting as 
the country still is under the panic of 
1929, it may be expected that efforts 
will be made before long to legislate 
with a view to the prevention of like 
experiences hereafter. 


While hurried 
action, taken while the recollections of 
a panic are fresh in mind, may not 
produce the wisest legislation, there is 
something to be said on the other side. 
If action is not taken soon, the memory 
of recent unfortunate occurrences may 
have become so dim in the public mind 
as to render action of any kind im- 
possible. 

There are signs at Washington that 
banking legislation may soon. occupy the 
attention of Congress, but hasty action 
is improbable, for the reason that pre- 
ceding the enactment of new banking 
laws there will be hearings before the 
Banking and Currency Committee of 
the House running well into the summer. 
Should this be the course of affairs, legis- 
lation may not be expected until next 
Winter. 

It may be just as well, before legislat- 
ing on branch and chain banking, that 
Convress should further study develop- 

nts now taking place without legisla- 
anction or restriction. If these de- 
\ nents represent necessary changes 
in -ur banking structure, and if they 
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are proceeding along sound lines, legis- 
lative interference with them might be 
harmful. Of course, if there is already 
at hand sufficient experience to indicate 
that such developments are wrong, no 
time should be lost in correcting them. 
But, under the pressure of necessity, 
business is apt to make such changes in 
its structure and management as will 
assure greater strength and profit, with- 
out waiting for direction from Wash- 
ington. Legislation is quite as likely to 
hinder an entirely logical development 
as to prevent one that may prove un- 
sound. 

There are several major phases of 
banking that will call for the attention 
of Congress—the Federal Reserve Sys- 
tem, group and chain banking, and the 
employment of bank credit in specula- 
tion. Hardly of less importance is the 
identification of many of our largest 
national banks with investment con- 
cerns, starting out as subsidiaries of the 
banks, but promising soon to exceed the 
parent institutions in size and impor- 
tance. 

The growth of wealth and the in- 
crease in the number of investors make 
this a natural development of banking, 
but it is nevertheless a new departure 
from the old type of commercial bank- 
ing. 

So rapidly have our people become 
security-minded, that not only are there 
numerous investment companies being 
formed to meet the demand for securi- 
ties, but the graduates of our colleges 
and universities are turning to bond 
salesmanship in large numbers. If the 
banks that are going into the investment 
business, aided by this army of bright 
and hopeful young men, can succeed in 
creating a public appetite for invest- 
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ments, and in weaning the people away 
from speculation, they will perform an 
inestimable public service. 

Our present banking situation is very 
much mixed, and to guide present de- 
velopments wisely is a task that Con- 
gress will not find easy. 


THE GOLD STANDARD 


NE of the serious consequences 
C) of the Great War was the up- 

setting of the gold standard, not 
merely while the conflict was in progress, 
but in the period that has intervened 
since the terrible struggle ended. Even 
in those countries where the standard 
still nominally exists, it is, with some 
exceptions, something far different than 
the pre-war gold standard. Converti- 
bility of the currency of any country 
into gold coin has become less easy, and 
in some cases impossible. For example, 
in England the notes of the Bank of 
England are no longer redeemable in 
gold coin, but in bullion. The Bank of 
France requires that notes be presented 
in a considerable sum, when redemption 
is made, also in bullion. Other countries 
have the gold-exchange standard, an 
arrangement for supplying drafts on 
gold-standard countries at a fixed rate. 
And where the gold standard is sup- 
posed to prevail, control of the move- 
ments of the metal is attempted by 
various devices. There are, as indicated 
above, some exceptions to these efforts 
to limit the workings of the gold 
standard, the United States being a con- 
spicuous example. All our currency 
may be exchanged for gold coin, if the 
holders so desire. Actually, such ex- 
change has become practically negligible. 
Gold coin has disappeared from circula- 
tion, so much so that a gold coin has 
become almost a curiosity. Those re- 
ceived at Christmas time are apt to be 
treasured as keepsakes. 

Controversy has raged recently about 
an alleged shortage of gold. Light will 
be thrown on this question by an 
examination of the figures showing the 
world’s production of the metal. From 
1871 to 1896 the annual production 
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never reached as high as 10,000,000 fine 
ounces, but beginning with 11,396,952 
fine ounces in 1897, the output, with 
some fluctuations, mounted to a peak of 
22,718,154 fine ounces in 1915. From 
this high point there was a decline of 
production to 15,467,223 fine ounces in 
1922, but an increase of about 4,000,000 
fine ounces in the years following. For 
the year 1928 the production was 19,- 
431,194 fine ounces, or about the same 
as for the four years preceding. In the 
United States since 1916 there has been 
a marked falling off in gold output, our 
present rate of production being only 
about 50 per cent. of what it was from 
1906 to 1917. 

In this connection it will be interest- 
ing to quote from the Federal Reserve 
Bulletin of January last some facts as 
to the recent movement of gold to and 
from the United States. 


“Between, the autumn of 1920 and the 
spring of 1927 gold came to the United 
States in large volume and continuously, 
except for a short period in 1924-25. 
In the middle of May, 1927, the mone- 
tary gold stock of this country reached 
its maximum figure of $4,700,000,000. 
Shortly thereafter the Bank of France 
began to purchase gold in large amounts, 
and United States gold stock declined. 
During the latter half of 1927 low open- 
market rates prevailed in New York and 
there was an active market for foreign 
bonds. Foreign countries recently re- 
turned to the gold standard or prepar- 
ing to return were desirous of building 
up their gold reserves. As a conse’ 
quence, gold flowed steadily out of the 
United States, and by the middle of 
June, 1928, the monetary stock of gold 
in the country had been reduced by 
$600,000,000. By the summer of 1928, 
however, a sharp contraction in the 
market for foreign bonds and the firm 
money conditions which had come to 
prevail in the United States arrested the 
outflow of gold, and for the rest of 
the year there was little net change. In 
January, 1929, the increasing firmness of 
money in this country and the continued 
inactivity of the market for foreign 
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bonds, as well as a movement of foreign 
funds into the United States for use in 
the security market, resulted in a re- 
newal of gold imports, so that during 
the first ten months of the year $250,- 
000,000 was added to the country’s 
stock of gold. After the drop of secur- 
ity prices in October and November and 
the diminution in the demand for credit 
in the security market, the decline in 
money rates was accompanied by an 
export movement of gold, which reduced 
the country’s stock by $100,000,000 at 
the end of the year.” 


Since the beginning of the present 
year a reversal of the movement has set 
in, gold coming to the United States 
from Japan and the Argentine. We 
have enough gold on hand to render 
fear of a shortage of the metal without 
foundation. 

While several of the European central 
banks have largely increased their gold 
stocks since the close of the Great War, 
their currencies have increased to a 
much greater extent. In quite recent 
years there has been an exceptional de- 
mand for gold by countries passing from 
a paper to a metallic standard. 

The disappearance of gold coin from 
actual circulation makes more of the 
metal available for bank reserves. Per- 
haps, in some cases, these reserves, so 
far as they are held against currency, 
might be reduced with safety, should 
that course become necessary. 


SPECULATION AND FOREIGN 
LOANS 


IGURES showing the amount of 
foreign loans placed in the United 


States during 1929 reflect quite 
clearly the effect of excessive specula- 
tion upon that branch of financial activ- 
ity. In 1928 the total of such loans 
placed here was $1,487,861,680, and in 
1929 only $715,981,331, or a reduction 


of 50 per cent. This falling off might, 
of course, have been due to a diminution 
in the demand for borrowing by other 
countr'cs, or to the shifting of the de- 
mand ‘rom New York to London and 
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Paris, but more probably it is attribut- 
able to the high rates for money pre- 
vailing in the New York market. It 
became more profitable to employ sur- 
plus funds at home than to send them 
abroad. Not only so, but the high rates 
here attracted money from some quarters 
where, under more normal conditions, 
we should have been making loans. 

The holders of funds can hardly be 
criticised for employing them where they 
will earn the greatest profit consistent 
with safety. Banking capital belongs to 
private individuals, and it is no cause 
for wonder that they wish to use it so 
as to assure the largest gain rather than 
for what may be vaguely characterized 
as “the general public interest.” But 
nevertheless the recent course of events 
with regard to foreign loans cannot be 
regarded with satisfaction. It differs 
from the policy commonly followed by 
banks in making loans to domestic in- 
dustry and trade. This policy is ex- 
pected to be continuous. But while 
from 1924 to 1928 our foreign loans 
each year exceeded $1,000,000,000, in 
1929 we suddenly reduced such loans 
by one-half. As foreign lenders we did 
not “shut up shop,” as has been said, 
though we took a-sudden and startling 
step in that direction. By so much has 
the faith in New York as an inter- 
national financial center been shaken. 
Unless foreign borrowers can depend 
upon uninterrupted access to our money 
market, they will be compelled to look 
elsewhere. The demand for funds for 
speculation largely dried up the source 
of foreign borrowing, while the high 
rate for money in New York made 
this market unattractive to short-term 
financing. 

Until we can in some way assume 
exemption from a speculative situation 
like that which developed in the last 
year, the expectation that New York 
will gain a permanent position as an 
international financial center will not be 
realized. Whatever may be the imme- 
diate profit derived from a temporary 
high call loan rate, and the active 
demand for credit to be employed in 
speculation, the steady dependence upon 
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New York as a source of foreign bor- 
rowing would seem to be of greater 
importance. 


CURRENT BANKING PROBLEMS 


O doubt the bankers of the coun- 
N try are more concerned with 

making a profit for their share- 
holders than with anything else. They 
are really running the bank for that 
purpose. The notion that banks exist 
primarily to serve the public, whether 
that service pays or not, is losing what- 
ever of attractiveness it may have pos- 
sessed. True enough, the bank makes 
a profit by rendering a service to the 
public. But the same may be said of 
all kinds of business. The obligations 
of the banks may be greater or different 
from other business establishments, but 
all really exist for the same purpose— 
to make a profit. And this is an alto- 
gether proper motive for all legitimate 
business undertakings. Men may claim 
that they are in business for the joy of 
the game; but whatever individual satis- 
faction may result from engaging in 
enterprise with no other purpose than 
this in view, business cannot be long 
and widely sustained without a more 
substantial basis. 

There is considerable evidence going 
to show that many banks have put so 
much emphasis on the service they 
render the public that people have 
reached the conclusion that this was 
what a bank was for. They have for- 
gotten that in rendering this service the 
bank must receive proper compensation 
for it. Perhaps, rather tardily, the 
banks are realizing that they have raised 
expectations of free services which can 
no longer be met without serious inroads 
on net income. At any rate, the banks 
do not seem so eager as they were to 
emphasize their services without regard 
for a reasonable return. In the future 
the banks that have been’ making extraor- 
dinary bids for business, irrespective 
of its profitable character, will take a 
different course. They may also lop off 
services that do not pay. Undoubtedly, 
the small checking account is less wel- 


THE BANKERS MAGAZINE 


come in most banks than it was a few 
years since. Efforts are being made 
either to make such accounts profitable 
or to get rid of them by imposing a 
service charge. 

Most of the services a bank renders 
its dealers relate to transactions in which 
money or property is involved. It is 
essential that such matters be handled 
with promptness, safety and efficiency. 
It is a valuable service that should be 
paid for. Here the rule applies, that 
the laborer is worthy of his hire. 

Aside from the immediate question 
of banking profits, there are other 
matters of great interest to the welfare 
of the banks now to the fore. If the 
bank is one that wishes to maintain its 
independent existence, it must be figur- 
ing how it will fare with the rapid 
growth of chain banking and the possible 
extension of the branch system. The 
independent bank will find itself in com- 
petition with the member of a chain or 
branch bank, having the advantage of 
large capital backing and perhaps more 
skillful management. To meet this com- 
petition may be no easy matter, though 
many banks have been able to do so 
with success. Should the local bank 
consent to be absorbed into a chain or 
group, there is again the question as to 
how it will fare under the new arrange- 
ment. It may gain in capital backing 
and management, but for these benefits 
must surrender its autonomy. These 
problems are by no means theoretical. 
They are intensely practical, and many 
banks are having to meet them now or 
must do so in the near future. 


FARMERS’ BANKS 


EFORE the country adopts a sys 
tem of banking which may ulti 


mately result in placing control 

of all banks in the hands of a few of 
the big New York banks—a result which 
is already being predicted—it may be 
well to consider just what such a reversal 
of our past banking policy would mean. 
The present difficulty of operating a 
small unit bank with safety and profit 
is ascribed to the changed character of 
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industry and merchandising, and to the 
inability of banks of the type under 
consideration to secure proper diversifica- 
tion of their loans. 

No one can deny that important 
changes have taken place in regard to 
manufacturing and merchandising. The 
local factory, in many instances, has 
been taken over by a larger concern 
with headquarters in a distant city, and 
the local stores have been placed in 
competition with the big chain organiza- 
tions. That these alterations in business 
have created new and difficult problems 
for many banks is obvious enough. 

But there is one industry that still 
remains almost entirely under local con- 
trol. That industry is farming. Our 
agricultural crops are not produced by 
syndicates or corporations, but by indi- 
vidual farmers. Whatever may happen 
to the banks, branch farming and chain 
farming seem a good way off. This 
being true, the individual farmer will 
continue to need a bank adapted to his 
own requirements. Amd to supply this 
special need constitutes an important 
banking problem, for the utility of the 
farm is certainly not less than that of 
the factory or the store. Without suc- 
cessful farming there would be little 
demand for the products of the factory 
or the services of the merchant. 

With the diminished opportunity of 
the smaller banks to make loans to local 
merchants and manufacturers, and the 
persistence of the demand for agricul- 
tural banks, the difficulties of the small 
unit bank are no doubt increased. Per- 
haps, however, this situation affords a 
fresh opportunity for the banks con- 
fronted with this problem to specialize 
in agricultural banking, to study its 
special needs, and to acquire the art of 
making safer loans to farmers. Except 
in some localities depending largely upon 
a single crop, considerable diversification 
is offered by the farming industry alone. 
There are many kinds of grains and 
fruits, with stock-raising as a collateral 
industry. The prospects for successful 
farming, and for safe and profitable 
bankin ministering to this industry, are 
by no means hopeless. Bankers in the 
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agricultural districts have a vital interest 
in the farmer's welfare as a prerequisite 
of their own welfare. 

Making a success of rural banking is 
tied up with successful farming, It is 
a problem mainly for the farmer and 
the rural banker. Great as are the capa- 
bilities of the New York banks, it is 
doubtful if a city manager of a branch 
bank in remote farming districts of the 
South and Middle West could meet the 
situation there with anything like the 
understanding of the local banker. The 
branch manager from the city would 
probably insure the safety of his branch 
by insisting on marketable collateral for 
all loans. But in doing so he would only 
be side-stepping the real problem. 


PREVENTION OF CRISES BY 
CENTRAL BANKS 


N a thoughtful address delivered be- 
[er the autumn meeting of the 

Academy of Political Science in 
New York, Lionel D. Edie, of the 
Investment Research Corporation of 
Detroit, and former Professor of Finance 
in the Chicago University, declared: “It 
is the function of the central bank to 
prevent crises.” Some of the grounds 
upon which this conclusion was based 
were thus stated: 


“In simplest terms every crisis must 
be preceded by rising prices of the goods 
or properties in the given market, these 
rising prices being supported, made pos- 
sible, and even stimulated by bank 
credit. The prices rarely if ever could 
go through the rising wave if they were 
not aided and abetted by bank credit.” 


Professor Edie then went on to make 
specific charges as to the part credit had 
played in certain inflationary move- 
ments. 


“Bank loans made possible the com- 
modity inflation of 1920, the land infla- 
tion of 1920 to 1927, and the security 
inflation of 1927 to 1929. Buyers would 
exhaust their purchasing power rather 
quickly if the banks did not replenish it. 





326 


A real degree of responsibility therefore 
comes back to the banking system of the 
country. The bankers cannot escape 
this responsibility. If any power can 
prevent the conditions which lead to 
crises, that power lies with the banking 
system.” 


Instead of recognizing the principle 
that the function of a central bank is 
to prevent crises, Professor Edie stated 
that the “substitute principle seems to 
be that the Federal Reserve should inter- 
fere only after the stock market has 
begun to draw funds away from trade 
and industry.” As to this policy he 
went on to say: “What will be the 
earmarks of such a condition? As I 
understand it, the primary symptom 
would be any tendency for member 
banks to rediscount and to use the funds 
for call loans or customer loans on se- 
curities. Now, this signal is hopelessly 
inadequate. It is wholly possible for 


rediscounting banks to be keeping their 
speculative credits down, while other 
banks are expanding their speculative 


credits rapidly. It is entirely possible 
for a dollar of credit initially made for 
trade and industry to drift by natural 
processes of circulation into the security 
market. This process of indirectly feed- 
ing funds into the stock market can go 
on for some time and reach an acute 
stage before evidence begins to show 
clearly that the stock market is draining 
money from industry or that Federal 
Reserve rediscounts are being used as 
a feeder for the speculative money 
market. What has actually tended to 
happen is this. Our central banks have 
inadvertently poured fuel into the specu- 
lative burners and at a much later date 
have tried vainly to put out the fire. 
When the contral bankers insist that 
they cannot take speculation into ac- 
count, we can be pretty sure that un- 
consciously their policy is resulting in 
the groundwork of a new outbreak of 
speculative activity based on bank credit. 
Does this mean that the Federal Reserve 
should assume responsibility for stabiliz- 
ing completely Wall Street speculation? 
Absolutely not! Nor should any op- 
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portunity be left for the public to a: 
sume that somehow the Federal Reserve 
will protect them from their own specu’ 
lative follies and excesses. What a 
central bank can do is to prevent the 
expansion of credit for the creation of 
those conditions which finally make 
possible a stock market crisis.” 


There has been a good deal of criti- 
cism of the Federal Reserve for its 
failure to take action that would have 
made the October crash in the stock 
market less severe, or that might, by 
early remedial action, have prevented 
speculation from reaching the dangerous 
height it attained before the crash came. 
If such criticism is to be justified, it must 
rest upon the ground that the Federal 
Reserve has powers which it might use 
in exercising a salutary control over 
speculation. It would be unjust to 
find fault with the Federal Reserve 
for failing to use powers it does not 
possess. It is undeniable that the 
system has large powers of credit ex- 
pansion. If these powers are so em: 
ployed as to expand credit to feed a 
rising flame of speculation—though 
such a course may not be actually 
intended—or if there is a failure to 
act to the extent possible in checking 
a flow of credit that threatens to help 
in creating conditions which lead to a 
crisis, then the Federal Reserve may 
not expect to escape criticism. This 
criticism is bound to be all the more 
severe if the Federal Reserve by its 
course contributes to an increase of 
speculation. There may be difference of 
opinion as to the propriety of the Fed- 
eral Reserve preventing crises. There 
can be none in regard to its duty to 
abstain from helping to create them. 

The duty of preventing crises in 
the stock market hardly seems in 
herent in the Federal Reserve Act, 
though it is one which may be de 
duced from the operations of the sys 
tem. Should this duty be accepted, it 
would place upon the Federal Reserve 
a very heavy responsibility, and would 
call for a high degree of wisdom and 
skill in managing the operations of the 
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The financial district of Cleveland, Ohio. This is one of a series of etchings by 
Anton Schutz which are being reproduced in THE BANKERS MAGAZINE. 
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system. If crises can be greatly miti- 
gated in their severity, or avoided 
altogether, by a more careful employ- 
ment of credit, the country will have 
reason to hail this service with extreme 
satisfaction. 

The address of Professor Edie was 
published in full in the January issue 
of the Proceedings of the Academy of 
Political Science. It will well repay 
a careful reading. 


JAPAN RETURNS TO THE GOLD 
STANDARD 


Y the removal of the embargo 
B on gold exports, Japan has defi- 

nitely returned to the gold 
standard, a course which was decided 
on some months ago. The gold stand- 
ard had prevailed from 1897 to 1917. 
Earlier resumption has been delayed 
by the ill effects of the world-wide 
commodity inflation of 1920, and by 
the destructive earthquake which visited 
Japan in 1923. As the gold cover of 


the notes of the Bank of Japan is very 


high, and since the Japanese banks, 
as well as the Bank of England and 
the Federal Reserve Bank of New 
York, are co-operating in making a 
return to the gold standard effective, 
there should be no difficulty in carry- 
ing out the plan, although it may 
temporarily cause some inconvenience. 
But, as in the case of other countries 
that have taken similar action, it is 
believed that the benefits in the long 
run will far outweigh any temporary 
inconvenience that may be experienced. 

Japan’s rapid rise to the position of 
a first-class power has been achieved 
by steady adherence to sound principles 
of finance, and this has been of vast 
benefit in preserving the country’s 
credit. It cannot be doubted that in 
returning to the gold standard Japan 
has acted in a way that will still 
further enhance the reputation of the 
country for financial and economic 
stability. It is hoped, also, that in the 
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end this step may tend to enhance the 
prosperity of the country and the wel- 
fare of the people. 


THE NEW YORK BANKS AND 
SPECULATION 


HE gallantry displayed by the 

New York banks in seizing the 

fair maiden of speculation by 
the locks (?) and dragging her forth 
from the lake in which she was drown- 
ing must call forth the admiration of 
all who are thrilled by heroic deeds. 
Those carping souls who would have 
had the banks prevent the lady from 
jumping into the pond would rob the 
exploit of its most dramatic aspect. 
They fail to seq how much less glory 
may be derived from preventing a 
foolish act than from saving the vic 
tim from its fatal consequence when 
once performed. Had the New York 
banks formed their pool or consortium 
to forestall the panic, we should have 
missed all its interesting development 
and dramatic culmination. 

True enough, the practical-minded— 
those who no longer respond to the 
thrill of romance—would have pre 
ferred the less moving spectacle, and 
wished that the banks might _ have 
applied their prophylatic measures to 
the patient at a time somewhat more 
remote from the fatal hour. Those 
who take this view forget that the 
banks cannot control speculation. They 
are not physicians to the healthy, but 
to the sick. Their supreme service is 
rendered the patient when he is in 
articulo mortis. Then is their skill 
truly wonderful. They cool the fever 
of speculation, bring the sufferer from 
the very brink of the grave, and set 
him on his feet, so that he may again 
walk, as he may choose, along the 
primrose path of speculation or of 
financial sanity. 

Preventive medicine is as yet im 
its infancy; so, it would seem, is pre’ 
ventive finance. 





What Are Liquid Assets? 


How Can Banks Successfully Withstand the Strain on Liquidity 
Brought About by an Unusually Severe Credit Disturbance? 


By EuGcENE H. Burris 
Bank Service Department, Ames, Emerich & Co., Inc. 


months, associated with the drastic 
market decline, have resulted in sad 
disillusionment for many bankers. Assets 
which they considered quite readily 


Frsonths, as events of the last few 


which loans on collateral and “other 
loans” represented in terms of total 
deposits. 

It will be seen that loans on security 
collateral, which one might characterize 


liquid in many cases 
have turned traitor 
and in some instances 
created tragic results. 

For the purpose of 
this article the writer 
will set aside consider- 
ation of call money, 
ninety-day stock ex- 
change time - loans, 
prime bankers accept- 
ances and prime com- 
mercial paper; for the 
actual liquidity of 
such assets is unques- 
tioned. Except in 
time of great strain 
on the credit struc- 
ture, which results in 
an anomalously high 
return from _ these 
most liquid assets, 
they do not ordinarily 
provide a compensa- 


HEN is a secondary re- 

serve really liquid? The 
bank is indeed fortunate whose 
reserve fund is so arranged that 
bonds are constantly maturing 
in series so that they may be 
converted into cash without 
price sacrifice. By this method 
the banker constantly has cash 
available ‘to meet his require- 
ments. This is the manner in 
which the banker administers 
his portfolio of customers’ loans 
and discounts, providing for a 
continuous stream of maturities. 
Why should not the same prin- 
ciples be applied to the ar- 
rangement of his bond port- 
folio? In this article Mr. Bur- 
ris discusses this subject and 
tells how real liquidity may be 
achieved. 


as “side door margin 
accounts,” constituted 
24.53 per cent. of 
their total deposits. 
These loans had been 
granted in response 
to the speculative 
phobia which had 
caused customers of 
the banks to demand 
this accommodation. 
These customers were 
desirous of securing 
this increased pur- 
chasing power in 
order to participate, 
to the fullest possible 
extent, in the upward 
rush of stock prices. 
Even though the 
banker may have rec- 
ognized inflated stock 
prices, the fear that 
his customers would 


tory return. 

Consequently, in 
order to meet the rising cost of manage- 
ment and the greater gross amount of 
interest paid out on deposits due to the 
generally increased proportion of time 
deposits, the banker is forced to seek 
elsewhere for liquid assets which will 
yield him a fair return. 

As to the condition of member banks 
of the Federal Reserve System as of 
October +, 1929, call, the attached chart, 
taken from figures appearing in the 
Federal !cserve Bulletin. of January, 
1930, shc s the respective proportions 


transfer their ac- 

counts to some bank 
which would indulge their speculative 
desires, often forced the following pro- 
cess of reasoning on the part of the 
banker: 

Granted that stock prices were too 
high, nevertheless they continued to ad- 
vance. In cases where collateral loans had 
been refused and the price of the stock 
concerned had subsequently advanced, it 
was human nature for the customer to 
complain because of the profits he had 
failed to realize on account of the 
banker’s refusal of accommodation. 
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CHART SHOWING PROPORTIONS OF 
LOANS ON SECURITY COLLATERAL 
AND ALL OTHER LOANS FOR MEM~ 
BER BANKS OF FEDERAL RESERVE 
SYSTEM 
TOTAL DEPOSIT FIGURES OF OCT. 4,1929 CALL 
DATE ‘TAKEN AS BASE. MONTHLY AVERAGE 
FIGURES TAKEN FOR EACH ITEM.~ DATA 
TAKEN FROM FEDERAL RESERVE BULLETIN 
OF JANUARY 1930 


ALL 
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BANKS 


NEW 
YORK 
DISTRICT 


CHICAGO 
DISTRICT 





MEMBER BANKS OF FEDERAL RESERVE 
SYSTEM PERCENTAGE TO TOTAL DE- 
POSITS OF 

LOANS ON SECURITIES 

OTHER LOANS 


CHART IL 


PREPARED 6Y 
STATISTICAL SERVICE DEPT. 
AMES, EMERICH & CO.INC. 

NEW YORK,NY. 

FEB. 10, 1930. 


In such loans a satisfactory margin 
reduced the risk of loss to the bank and 


provided comfortable security. The 
ready salability of the collateral assured 


liquidity. The risk of loss rested, there- 
fore, entirely within the customer's 
equity in the collateral and consequently 
justified a loan made in order to retain 
the customer’s good-will. This purpose 
was, temporarily at least, justified by the 
attractive rate the customer was willing 
to pay for the loan. 

Such reasoning failed to exact its 
penalty during the period from April, 
1928, until September, 1929. During 
this period, rates on brokers’ loans in- 
creased impressively and stock pur 
chasers, therefore, came to their banks 
for the accommodation to which, they 
argued, their past, present and future 
business relations entitled them. 

Moreover, in the period of intermit- 
tently rising markets from 1924 through 
September, 1929, these loans on security 
collateral were generally considered 
liquid and desirable. This was so on 
account of the almost steadily rising 
margin of safety, the ready salability 
of the collateral, and the relatively 
generous return; albeit these advan- 
tages were accompanied by consider’ 
able burden for the bank in checking 
the markets on the collateral against the 
ticker tape. 

It is true that many banks during 
August and September, 1929, and some 
even earlier, began to contract their 
lines of credit extended on such loans. 
However, many banks failed to read 
correctly the handwriting on the brokers’ 
quotation boards and found themselves 
faced with the following situation: 


A DELICATE PROBLEM 


There were many factors which made 
the calling of loans a matter of extreme 
delicacy. Where the market value of 
the collateral had fallen below the 
amount of the loan and the customer 
could not put up additional margin, 
calling was a matter of impracticality. 
In other cases, where the customers 
financial strength was unquestioned, it 
was quite impolitic to insist upon 
liquidation of the loan. 

As will be seen from the accompany 
ing chart, during November the amount 
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of money loaned by member banks on 
security collateral increased, this increase 
being inspired, of course, by the attrac- 
tive purchases at bargain prices. Loans 
made under these circumstances were, 
and remain, comfortably margined. But 
their amount is relatively insignificant 
judging from the increased proportion 
of collateral loans to total deposits 
recorded on the chart, which increase 
for November is but one-half of 1 per 
cent. of total deposits as of October 4, 
1929 The decrease in collateral loans 
for December from the peak in Novem- 
ber is three-quarters of 1 per cent. of 
total deposits. Consequently, whereas 
the market crash from the period from 
September through December, 1929, 
caused a liquidation of some 54 per cent. 
in brokers’ loans on collateral in New 
York City as reported by the New York 
Stock Exchange, a similar liquidation is 
not to be found in loans on security col- 
lateral outstanding among the principal 
hanks of the Federal Reserve System in 
December, 1929. 

So much for the condition of member 
hanks of the country as a whole. In 
considering the statistics for member 
banks of the Federal Reserve District 
of New York City, a similar experience 
is to be noted on the chart, although the 
proportions of loans on securities is 
naturally higher because the center of 
speculative activity was in the New 
York market. The member banks of 
the Chicago district also experienced but 
little reduction of their loans on secur- 
ity collateral. 

From the foregoing facts, then, it may 
be reasoned that roughly one-quarter of 
the total deposits of the member banks 
of the country, and undoubtedly a 


similar proportion of the deposits of 
nonmember banks as well, were liquid 
and available for secondary reserve be- 
tore the market crash, although they 
are no longer so. 


DISPELLING THE MIRAGE 


The veneral market decline, which 
started n September, began dispelling 
the mirige of liquidity in collateral 
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loans. This occurred slowly at first but 
with increasing rapidity as the breaks 
of October continued, reducing the 
margin of safety in stock quotations. 
With the successive breaks during No- 
vember, banks whose assets included 
loans secured by stock collateral, awak- 
ened to the fact that many of these 
loans had suddenly become frozen. 

The second type of asset, which is 
in many cases too optimistically con- 
sidered a source of liquidity, namely 
commercial loans and discounts, appears 
on the chart as “all other loans” and 
in October, 1929, represented 29.11 per 
cent. of the total deposits of all mem- 
ber banks of the Federal Reserve Sys- 
tem. Except where such paper is 
eligible for rediscount (Federal Reserve 
figures show that only about 14 per 
cent. of commercial loans and discounts 
are rediscountable) its liquidity is more 
or less mythical at the very time when 
its use is most desirable. 

That banker is indeed fortunate who 
has not had to accustom himself to re- 
newing or extending such loans for the 
accommodation of his customers. These 
loans are not to be depended upon for 
liquidity because their payment is de- 
pendent upon the borrower's collections, 
the turnover of his inventories, or upon 
the cessation of the borrower's need of 
credit, none of which factors is sub- 
ject to any definite prediction. In time 
of business depression such as that which 
set in prior to the stock market crash, 
collections are retarded, naturally, in- 
ventory turnover is slowed down, and 
the borrower’s need of credit is extended 
with the resultant condition of viscosity 
which appears in the loans and discounts 
of a bank. 

Consequently this second type of as- 
set containing potential liquidity has 
recently contributed particular disap- 
pointment to the banker who placed a 
major reliance of liquidity in such assets. 









WHERE LIQUIDITY CAN BE FOUND 


But there are bank assets which can 


be made to provide real liquidity, price 
stability, and compensatory return irre- 
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CHART SHOWING RESPECTIVE MATURITY POSITIONS AND COM- 
PARITIVE PRICE STABILITY REPRESENTED IN TWO TYPICAL 
BANK BOND PORTFOLIOS 
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spective of high money rates, business 


depression, and stock market crashes — 
bonds. Yet most bankers, recalling the 


eighteen months of generally declining 
bond prices to the extent of 7% cents 


on the dollar as an average, do not feel 
too sanguine as to the truth of that 
statement. 

The reason for this will be obvious 
from a glance at Chart 2. The solid 
black columns in Exhibit A represent 
the maturity succession in the .bond ac- 
count of a bank which is typical of 
many where the effects of high money 
rates were reflected adversely in the mar- 
ket quotations of their security holdings. 
It was distinctly an oversight on the 
part of bankers to fail to provide ample 
secondary reserve liquidity by the simple 
expedient of short term bonds, which 
did not decline appreciably. This ac- 
counts for the unpleasant experiences in 
depressed bond prices as a result of the 
credit strain which, fortunately, has 
now been eased. 

Contrast the effect of high money 
tates on the market price of the bonds 
represented by the solid black columns, 
where relatively no short term securities 
appear, with the price stability guar- 
anteed in the rotating fund of revolv- 
ing short term maturities which appears 
in the bond account represented by the 


maturing each year. 


S4ERXSSOY 


PREPARED BY 
BANK SERVICE DEPT 
AMES, EMERICH & CO.INC. 


NEW YORK,NY. 
FEB. 10,1930. 


cross-barred, lighter columns in Exhibit 
B. 

What banker would consider himself 
at all astute who did not establish in his 
loans and discounts to customers, a con- 
siderable proportion falling due within 
thirty, sixty or ninety days? This is 
recognized as an essential in sound bank 
management. Yet when credit strain 
appears, he finds that his borrowers seek 
to have their loans renewed, pleading 
slow collections, reduced inventory turn- 
over and the urgent need of continued 
credit. 

At the same time, credit strain reduces 
the effective liquidity realizable without 
market sacrifice in its effect on bond 
prices through increased money ates. 
This results in lower market quotations 
in order to align the yield of bonds with 
the prevailing money rates. 


LIQUIDATION WITHOUT LOSS 


But, because short term bonds are 
immediately coming due at par, their 
prices do not decline to any consider 
able degree comparatively. They can 
be liquidated without any appreciable 
market loss. That this is true may 
seen by comparing the effects of high 
money rates upon bonds whose maturi 
ties are six months, one year and six 
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years respectively, in order to align them 
with the money rate of 7 per cent. which 
closely approximates the average return 
realized from call money during the 
period from April, 1928, until October, 
1929. 
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the country’s bank credit emphasis has 
been shifted into speculative channels 
and supported therein by common stock 
equities. There, much of it now remains 
frozen after the crash, although happily 


TABLE SHOWING PRICES OF BONDs TO YIELD 7 PER CENT. 


Maturity six months 
Decline below 
Par 
1.45 
ST 
48 


96 


Coupon Price 


4 per cent. 
5 per cent. 
6 per cent. 


Average 


The average decline of bonds with a 
maturity of six months is seen to be but 
one-tenth the price decline of bonds with 
a maturity of six years and bonds ma- 
turing in one year show a decline of 
but one-fifth that of the longer term 
bonds. 

When is a secondary reserve really 
liquid? The bank is indeed fortunate 
whose reserve fund is so arranged that 
bonds are constantly maturing in series 
so that they may be converted into 
cash without price sacrifice. By this 
method the banker constantly has cash 
available to meet his requirements. This 
is the manner in which the banker ad- 
ministers his portfolio of customers’ 
loans and discounts, providing for a 
continuous stream of maturities. Why 
should not the same principles be ap- 
plied to the arrangement of his bond 
portfolio? 


CREDIT ACCOMMODATION 


After the banker’s secondary reserve 
requirements, including his obligation to 
provide ample liquidity for the interests 
of his depositors, have been met, he is 
in a position to provide for the remain- 
ing two functions expected of him as a 
banker. 

One of these other functions is credit 
accommodation. Generally speaking, it 
's necessary in the banks throughout the 
country that credit emphasis be replaced 
where it belongs for the best interests 
of continued economic progress and 
Prosperity. The last few years have 


Maturity one year 


Decline below 
Price Par 
97.15 2.85 
98.10 1.90 
99.05 95 


1.90 


Maturity six years 


Decline below 
Price Par 
85.51 14.49 
90.34 9.66 
95.17 4.83 


9.66 


98.10 


90.34 


not to the extent at first believed, if re- 
ports of its liquidation are to be sub- 
stantiated. 

The causes for this situation are ob- 
vious and have been outlined above. It 
now remains for the reverse of that 
movement to be accomplished, whereby 
the excess credit tied up in collateral 
loans may be released to finance legiti- 
mate and justified commercial enterprise. 

When liquidity to meet the require- 
ments of the depositors in a specific 
bank has been established, and when 
credit has been extended to those cus- 
tomers whose business needs justify it, 
then the banker must complete his obli- 
gation to his stockholders—his second 
remaining function. This he must do 
by providing for greater earnings than 
operations in either of the other two 
fields are generally found to effect, in 
order to meet the problem of increasing 
costs, and to compensate properly his 
stockholders. A certain proportion of 
his assets then must be devoted to greater 
income where safety of principle is not 
to be jeopardized. 

It is in his investment reserve, there- 
fore, that he must use bonds to provide 
diversification beyond the bounds of his 
local community; to provide increased 
earnings through application of the law 
of investment turnover and through 
strategic purchases made properly in line 
with major trends of the money cycle. 


CONVERTIBLES LOOK ATTRACTIVE 
Now is apparently the time of golden 


witnessed a cumulative process whereby opportunity for long term bonds to 
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respond to easier money conditions and 
to recoup their declines effected when 
money rates were advancing. It would 
seem, also, that the depressed levels at 
which fundamentally sound common 
stocks prevail, should make bonds which 
carry conversion privileges or similar 
features for profit-sharing in sound enter- 
prises, a part of the constructive invest- 
ment program. 

All of these factors, however, are to 
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be incorporated only to certain definite 
degrees. Diversification must be made 
to signify more than merely large num- 
bers. It should constitute a hedge 
against unpredictable contingencies and 
should be made effective by a proper 
balance between short term bonds for 
secondary reserve on the one hand, and 
the other types of securities which 
properly fit into the investment reserve, 
on the other. 


Economist Sees New Era of Prosperity Ahead 


out by or before the middle of 

March and this should bring to 
light a large aggregate of hidden buy- 
ing power, Paul Clay, economist of the 
United States Shares Corporation stated 
in an address before the New York 
Credit Men’s Association. Mr. Clay 
maintained that the credit situation 
should improve greatly in March and, 
pointing out that the bond market is 
now on an upward trend, declared that 
any liquidation remaining in the stock 
market will be neither large nor intense 
and that a new era of prosperity should 
begin in August. 

Discussing the immediate future, Mr. 
Clay said that three converging lines of 
evidence indicate that the trade depres- 
sion is likely to continue into July or 
thereabouts, even though approximately 
the lowest level has already been 
reached. He contended also that the 
rapid boom of 1922 and 1929 and the 
easy profit era are things of the past; 
and that for a long period of years our 


Presets: loans should be thawed 


prosperity and profits will have to be 
earned. The nearby outlook he be- 
lieves more or less assured by the 
habitual . occurrence of “secondary 
booms” which are minor booms oc 
curring after and because of major 
booms, due largely to public feeling 
that boom conditions are regular and 
normal circumstances. These usually 
last a year or more with or without 
powerful economic causes and one of 
them should soon begin, in his opinion. 
In his last address before the associa’ 
tion, delivered October 15, 1928, Mr. 
Clay predicted a bear market after the 
first quarter of 1929, hence members 
displayed more than ordinary interest 
in his forecasts, as well as inj his com- 
ment on the last year which was to the 
effect that 1929 was remarkable, on the 
one hand because there was probably 
never a year in which so many expected 
events happened in credits, finance and 
industry and on the other hand because 
these expected events took place in un- 
expected ways as never before. 





Central Bank Warnings 


Are Public Warnings or Exhortations by Central Banks Usually 
Unnecessary and Dangerous? 


By Lionet D. EpIEz 


Economist of the Investment Research Corporation, Detroit 


the Federal Reserve officials have 
been severely criticized for issu- 
ing toO many warnings, cautions or 
threats in connection with rate changes 


Der the last year or two 


2. That public opinion can be guided 
and influenced adequately by less osten- 
tatious methods. 

3. That the Federal Reserve deserves 
praise for departing from the British pre- 


or open market policy. 
“Change the rate 
courageously and de- 
cisively,” say the 
critics, “and let the 
action speak for it- 
self. The fewer words 
the better.” Curiously 
enough, at the same 
time the Bank of Eng- 
land has been under 
fre for not saying 
enough, for too much 
secrecy. “Take the 
public into your 
confidence,” say the 
critics of the Bank, 
“and explain the ob- 
jects you are trying 
to accomplish.” 

This contrast of 
attitude serves to 
illustrate a very broad 
type of problem con- 
fronting central banks 
in all countries. That 
problem in its broad- 
est outlines is the 


R. EDIE says that the Fed- 

eral Reserve has made 
an international contribution to 
central bank policy by break- 
ing away from the old world 
traditions of extreme secrecy 
and absolutism. : The Reserve 
has endeavored to carry the 
spirit of democracy into its 
councils. It has tried to edu- 
cate the public as to what the 
Reserve System is trying to ac- 
complish., It is a departure 
from the icy aloofness and re- 
serve of many foreign central 
banks and one which the for- 
eign institutions will probably 
emulate more and more. Never- 
theless the Federal Reserve can 
secure practically all of the 
good effects of frank relations 
and avoid the bad by a line of 
attack which involves no warn- 
ings and pledgings. 


cedent of extreme se- 
crecy but in the sin- 
cere endeavor to take 
the public into its 
confidence it has run 
into the serious dan- 
ger of too many 
threats and warnings. 

One should not be 
deceived by the seem- 
ing sovereign position 
of the central banks. 
The mere fact that 
they have the arm of 
the law on their side 
is not an assurance 
that they can succeed 
in their policies. Only 
within certain limits 
do they have the 
power of a police de- 
partment to command 
obedience. Only with- 
in a narrow realm of 
action can they en- 
force their decisions. 

They can compel 
borrowers to pay a 


shaping and controlling of public opin- 
ion. Central banks must be able to 
enlist the voluntary support of the 
financial community behind their major 
Policies if they are to make those 
Policies effective. The present writer’s 
investigations in England, France and 
Germany lead to these conclusions: 

_l. That public warnings or exhorta- 
tions by central banks are, with very rare 
exceptions, unnecessary and dangerous. 


higher discount rate, but how slowly 
or quickly volume of credit contracts 
under this pressure depends upon the 
volition of the community. They can 
make money relatively cheap but they 
cannot make people borrow it. 

There are two realms of action for 
central banks; one, where compulsion, 
obedience, sovereignty hold sway; the 
other, where the voluntary will and 
mind of the public holds sway. We 
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are here concerned with the second and 
in a sense vastly more important field 
of central bank action. Not that these 
institutions need stoop to curry the favor 
of a captious public; not that they need 
stand in craven fear of what some poli- 
tician or newspaper editor will say; but 
that they need repeatedly to evoke a 
certain mass response from the nation 
in harmony with central bank objectives. 
It is a problem in community psychology, 
in publicity, in public relations, in social 
control. It is a problem of consent 
rather than force, of volition rather than 
compulsion, of co-operation rather than 
absolute authority. 

Having thus defined the exact type 
of problem under discussion, we may 
proceed to the present-day setting of the 
problem. 

The bull market in Wall Street dur- 
ing 1928 and most of 1929 occasioned 
a series of Federal Reserve warnings 
against speculative uses of credit. The 
three increases of discount rate in New 
York on February 3, May 18, and July 
13, 1928, amounting in all to 1Y2 per 
cent. advance, were accompanied by 
rather mild warnings in the Federal 
Reserve Bulletin. 

However, the real and unmistakable 
warning did not come until February 
7, 1929. On that date the Board in 
Washington released a statement stress- 
ing the evils of excessive speculative 
credit and declaring the Reserve was 
prepared “to take such measures as may 
be deemed suitable and effective in the 
circumstances to correct them, which in 
the immediate situation means to restrain 
the use, either directly or indirectly, of 
Federal Reserve credit facilities in aid 
of the growth of speculative credit.” 

Perhaps the best indication of how 
this grave warning was received by the 
public was the statement by a Cleveland 
banker that the Federal Reserve must 
either make good now or “suffer a 
humiliating loss of prestige.” As the 
weeks wore on, the public wondered 
more and more whether the Federal 
Reserve really meant business or was 
making idle threats. 

On March 16, the governor of the 


Washington board made a public ad- 
dress, using the following language: 
“The system believes that it should first 
use every effort to accomplish the desired 
results by other means, though it may 
be compelled in the end to resort to 
higher discount rates.” This declara- 
tion gained fame as “the last resort” 
policy of the board, but when it became 
known that the New York and Chicago 
banks wanted to raise their rates but 
could not get the approval of the Fed- 
eral Reserve Board, the critics began in 
harsh terms to denounce the futile 
“blasts and warnings” of the board. 
When finally the rate was marked up 
on August 9 to 6 per cent., the public 
was taken by surprise because it had 
given up hope that the board would put 
on the brakes decisively. 


ENGLISH VS. AMERICAN BACKGROUND 


This brief historical review is neces- 
sary in order to give the American back- 
ground of the problem. The English 
background is quite different. Pro 
longed unemployment and _ industrial 
depression had led labor and industrial 
groups to. place the blame for their 
troubles upon the high discount rate of 
the Bank of England. The Bank main: 
tained a policy of absolute secrecy, offer- 
ing no public explanations for its actions. 
When the Labor Party came into power, 
it was able to set up a committee to 
investigate the policy of the Bank and 
to break down the wall of extreme 
secrecy. The English were tired of 
too much secrecy whereas the Americans 
were tired of too much warning. 

An ideal policy of public relations 
falls somewhere between these two ex’ 
tremes. From the American point of 
view there appear to be excellent reasons 
for moving a considerable distance to 
ward the English type of policy. Let 
us consider some of the advantages of 
a relatively taciturn policy. First of all, 
it is likely to be clear and definite. In 
large measure, the action of raising or 
lowering the rate speaks for itself. The 
money market comes to read into the 
action a rather definite meaning. De- 
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pending upon the circumstances of the 
hour, the market understands a rate in- 
crease tO mean an attempt to stem an 
outflow of gold, an attempt to bring ofh- 
cial rates into line with open market 
rates, or an attempt to check specula- 
tive excesses. If the rate change is 
drastic enough, the meaning is clear 
enough. 

When definite action is taken, the 
market knows that the central bank is 
not bluffing. There is then no doubt 
about whether the central bank is to be 
taken seriously. Its action speaks more 
forcefully than any words it might utter. 
The tangible action is rugged, ruthless, 
irresistible. 

Rhetoric is likely to be a delusion and 
a snare when employed as a means for 
stating banking motives. Phrases will 
be seized upon by editors and given an 
interpretation altogether unintended by 
the author. The meaning that will be 
read into words v*ll often ‘> strikingly 
different rrom the meaning which the 
authors intended to put into them. No 
matter how much a governor may try 
to be clear and specific, ambiguities and 
unforeseen shades of interpretation are 
bound to creep into his utterances. 

Moreover, any brief, abstract, official 
statement about a central bank’s policy 
is necessarily false. After different fac- 
tions within the boards and councils of 
the bank have fought out the issue, there 
may be a compromise with nobody satis- 
fied, or there may be a stubborn minority 
faction out-voted or there may be una- 
nimity of opinion. For the governor 
merely to say, “We, the bank, believe 
so and so or warn so and so,” is to con- 
ceal completely the factions and divisions 
that really exist. 

Added to these considerations is the 
danger that the more a bank official 
talks, the less weight his words may have 
In an emergency. Some years ago, 
the governor of a certain central bank 
was told by one of the directors that 
the reason for his selection was his 
“ability to keep his mouth shut.” A 
certain awe and mystery surround the 
stone and marble corridors of central 
banks. Break this mystery down too 
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freely, and public reverence is gone. 
An English historian has said: “Above 
all things our royalty is to be reverenced. 
If you begin to poke about, you cannot 
reverence it.” So, too, our central bank 
heads are to be reverenced and if you 
let the public become too keenly aware 
that they are human, fallible, and _ in- 
consistent, the public will weaken in its 
reverence for and confidence in them. 


ADVANTAGES OF ACTION WITHOUT 
WARNING 


To summarize, then, a policy of action 
without warnings has these advantages: 
Tangible action, as a change of the rate, 
has a very definite meaning to the public; 
it is less open to misunderstanding than 
words and phrases; it does not expose 
the bank to the charge of bluffing or in- 
sincerity; it is forceful and it preserves 
respect and reverence for the bank as 
an institution. 

These considerations have weighed 
heavily in determining the policy of 
foreign central banks. The Bank of 
France, for instance, avoids official 
publicity in connection with its major 
policies of credit control. It is true that 
when stabilization of the franc was 
under way after the War, the Bank of 
France made certain statements calcu- 
lated to take the public into its con- 
fidence, but this was exceptional. The 
present writer has asked numerous 
bankers in Paris the question: Does the 
Bank of France precede basic changes in 
the discount rate by a campaign of 
public warnings or exhortations? The 
answer has invariably been that the 
Bank does not. As a financial editor of 
long experience on a Paris daily ex- 
plained: “In general there is a great 
deal of secrecy about the decisions of 
the Bank. Certainly the Bank never 
wages a publicity campaign of admoni- 
tion or alarms.” 

Likewise, in Germany, the director 
of one of the large private banks de- 
clared: “Changes in rate are not usually 
heralded by any advance publicity. 
They come abruptly, but usually bankers 
can tell from the Reichsbank balance 
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sheet that a rise is imminent. Hence the 
rise does not come as a complete sur- 
prise.” Another leading Berlin banker 
stated: “There are no advance warn- 
ings on discount rate changes but the 
market usually knows about when to 
expect them from reading the signs of 
the times from reserve ratios, gold flows, 
and other technical facts.” A financial 
writer of wide experience in Berlin 
newspaper circles assured the writer 
that, “extreme secrecy is the prevailing 
note in Reichsbank policy. Few speeches 
are made and hardly ever is the market 
urged to do anything one way or the 
other by public appeals.” 

The working of such a policy may be 
tested by following the recent rate 
changes at the Bank of England: 


RATE OF CHANGE 
April 21, 1927, cut 5 to 4% per cent. 


February 7, 1929, raised 44% to 5% per cent. 


September 26, 1929, raised 5% to 6% per cent. 


October 31, 1929, cut 6% to 6 per cent. 


November 21, 1929, cut 6 to 5% per cent. 


December 12, 1929, cut 5% to 5 per cent. 


In all cases, London is quick to under- 
stand the purpose of the change of rate, 
whether it be to aid business, check the 


loss of gold, respond to the Wall Street 
crash, bring the official rate in line with 
the private rate, or curb excessive specula- 
tive use of credit. London encounters sur- 
prises in having the rate moving a little 
earlier or a little later than expected, 
but it “gets the point” of the action in- 
stantly, without blasts and warnings. 

The above discussion of foreign coun- 
tries relates to rate policy rather than 
to open market policy because abroad 
open market policy is relatively new and 
untried. But in the United States open 
market policy has been carried to <uch 
an extreme that one might, without 
great inaccuracy, impute to the Federal 
Reserve the slogan, “Never raise the 
rate when you can accomplish your ends 
by open market policy.” 


EFFECT 
“Although bank rate talk had been cur- 


rent in the market for a week or more 
past, there was some genuine surprise 
when the reduction from 5 to 4% per 
cent. was made known. The bank has 
forestalled what promised to be a sharp 
outburst of criticism on the part of the 
business community against the policy of 
dear money, which had been maintained 
for over sixteen months.” (London 
Statist) 

“Obviously necessary to prevent further 
loss of gold by export.” (London Econo- 
mist) 

“As had generally been anticipated, on 
Thursday the Bank of England raised its 
discount rate from 5% to 6% per cent., 
due mainly to the loss of gold.” (London 
Economist) 

“The Bank of England no doubt felt con- 
fident that in view of the changed aspect 
of the international credit situation a 6 
per cent. rate would be quite adequate to 
keep sterling on its upward course and to 
attract gold to this country.” (London 
Statist) 

“A sign that the dramatic and precipitous 
slump of the last three weeks in Wall 
Street has definitely relieved the pressure 
on the world’s money market.’ (London 
Economist) 

“The bank authorities were clearly gov 
erned by far wider considerations than 
the immediate position of the money mar- 
ket.” (London Economist) 


From the standpoint of public psychol- 
ogy, open market policy has certain dis’ 


tinct advantages over discount rate 





THE BANKERS MAGAZINE 


339 


i EE 


changes. The public is quickly brought 
to attention by so tangible a move as a 
rate advance. Headlines—‘‘Federal Re- 
serve rate raised 1 per cent.” The 
public is slapped in the face when this 
sort of news breaks. On the other hand, 
open market policy is not headline news, 
because the public, after all, does not 
understand it. Many Congressmen will 
let a tightening open market policy run 
on for months without being aware of 
what is happening, whereas if the same 
end were sought by a rate advance they 
would instantly berate the Federal Re- 
serve for its alleged sins. Open market 
action has practically no -mass psycho- 
logical effect, whereas discount rate 
action has a profound and immediate 
psychological effect. 


OPEN MARKET POLICY 


The strategy of open market policy 
so far as it relates to public psychology 
may be reduced to a few simple proposi- 
tions: 

(a) Open market policy has much 
less psychological effect than discount 
rate policy. 

(b) Open market policy tends to 
minimize certain risks of unpopularity, 
newspaper criticism and political attack. 

(c) Where open market policy can- 
not stand on its own feet, but has to 
be bolstered up by a campaign of warn- 
ing or exhortation, it is a dangerous 
makeshift and an utterly inadequate 
substitute for a decisive modification of 
the rate, no matter how unpopular the 
rate change may be at the moment. At 
times the great service of a central bank 
is to do the strikingly unpopular thing. 

Although the discussion thus far 
places much emphasis upon definite 
action by central banks without a cam- 
paign of publicity, nevertheless this 
emphasis is subject to important quali- 
fications 

The first qualification is that the Fed- 
eral «serve has made an international 
contrition to central bank policy by 
break'»* away from old world traditions 
of ext»-me secrecy and absolutism. The 
Feder.’ Reserve has endeavored to carry 


the spirit of democracy into its counsels. 
It has tried to educate the public to an 
understanding of what the Reserve 
System is trying to accomplish. It is a 
departure from the icy aloofness and 
reserve of many foreign central banks 
and one which the foreign institutions 
will probably emulate more and more. 


INFORMED MORAL SUASION 


Nevertheless the Federal Reserve can 
secure practically all of the good effects 
of frank public relations and void the 
bad by a line of attack which involves 
no campaign of warnings and pleadings. 
There are certain limits to the methods 
that can safely be employed. Within 
these limits, moral suasion may be a 
very important tool of policy. First, 
moral suasion may safely be carried on 
in the nature of informal conferences 
with private bankers. For instance, the 


governors of —European banks often call 
in a half dozen private bankers and inti- 
mate that too much credit is being ex- 


tended for speculation in securities. This 
quiet hint is tantamount to an order, 
and when the Big Five or Big Ten banks 
in those countries respond by clamping 
down on speculative credit, the restric- 
tion is effective. Banking is so concen- 
trated in a few institutions with hun- 
dreds of branches that a few people at 
the top can control the banking resources 
of the whole country. 

In the United States, on the other 
hand, there are some 20,000 banks and 
an informal conference with such a 
group is impossible. Some humorist has 
remarked that in the United States a 
meeting of bank presidents would have 
to be held in the Yale Bowl. It is true 
that the bankers’ pool which tried to re- 
lieve the disorder of the Wall Street 
crash in 1929 consisted merely of six 
men. But such a pool of six of the 
greatest houses in New York City falls 
far short of the concentration of bank- 
ing authority which exists in the six 
leading houses in England, France or 
Germany. By clinging to independent 
unit banking, we have preserved a de- 
centralization of banking which stands 
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in sharp contrast to the great foreign 
systems. This is a severe handicap to 
informal conferences between our cen- 
tral banks and private banks. It makes 
impossible the same degree of moral 
persuasion which can be attained in 
London, Paris or Berlin. In spite of 
this handicap, however, the Reserve can 
doubtless put teeth into moral persua- 
sion to much greater degree than in the 
past 


INFORMAL CONFERENCE DANGERS 


Informal conference, even where it 
can be made effective, has one draw- 
back, which may be illustrated by the 
case of Germany in 1927. The then 
Governor of the Reichsbank is reported 
to have called in a certain nucleus of 
leading bankers for informal conference. 
He is reported to have advised them 
that they ought to curb speculative 
credit. Some of these men are said to 
have inferred that a drastic liquidation 
was likely to be forced by the Reichs 
bank and to have made vast profits by 
discounting what proved to be “Black 
Friday” by speculating on the short side 
of the market. There is always danger 
in such informal conferences that the 
central bank will be accused of giving 
advance information to insiders for their 
special profit. 

In spite of this danger, however, 
such conferences have often proved 
highly effective. At times the Bank 
of England is reported to have secured 
the co-operation of the London bankers 
in pegging the private discount rate 
in line with the official rate so that the 
latter would be a truly effective rate. 
In another European country the cen- 
tral bank is reported to have suggested 
at certain times withdrawal of bankers’ 
funds from other countries or discrim- 
ination as between countries in placing 
foreign loans. 

The United States can doubtless make 
progress in the direction of such con- 
trol. It is well known that the Federal 
Reserve banks frequently have contact 
meetings with individual bankers in 
their respective districts. In such 
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cities as New York and Chicago, there 
have ‘been times of decisive action in 
the way of cutting down rediscounts 
when the member banks have had the 
dangers of over-extension brought to 
their attention. 

In addition to informal conferences 
with private bankers, the central banks 
can take the press of the country into 
their confidence. There are a certain 
few financial editors of newspapers and 
magazines in London who are fre- 
quently received by the Governor of 
the Bank of England in order that he 
may explain his objectives. Although 
no one has ever stated publicly the 
names of these semi-official mouth-pieces 
of the Bank of England, nevertheless 
apparently all important bankers in 
“the know” of things in London are 
fully aware of their identity. One 
finds a similar situation in Paris and, 
though perhaps to a lesser degree, in 
Berlin. Likewise in New York and 


Washington certain newspapers main- 
tain special correspondents to cover 


the Federal Reserve. The information 
obtained can be used by the news 
papers but without betraying the ofh- 
cial source. 


“MAKING CLIMATE” 


The process of feeding out informa: 
tion in such channels is known as 
“making climate.” If the central banks 
wish to move in a certain direction 
they can often prepare the mental atti 
tude of the public for the final an 
nouncement. The officials avoid pub 
licity under their own names and s0 
cannot be accused of threats and warn: 
ings. Nevertheless they can get re’ 
sults in terms of the common will of 
the community. 

Also the central banks can, at regular 
intervals, make official reports of a 
factual character. The Bank of En 
gland at one extreme makes no public 
reports, not even an annual review 
of banking developments. The Bank 
of France and the Reichsbank make 
annual reports which explain their 
major actions of the last year, but 
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which are couched in very broad and 
general terms. The Federal Reserve 
not only publishes elaborate annual 
reports but also publishes monthly 
reviews of credit and trade. These 
have been helpful as statistical sources, 
but at times have invited danger by 
attempting to caution or advise the 
public. 

In addition to the above, the central 
banks can maintain a personal accessi- 
bility to those people who are always 
besieging official circles for informa- 
tion. These include economists, statis- 
ticians, agricultural leaders, industrial- 
ists, labor leaders and __ politicians. 
There are varying degrees of such 
accessibility as one goes from one cen- 
tral bank to another. The lowest 
degree is found in the Bank of En- 
gland, the highest degree in the Federal 
Reserve System. In this respect, the 
scientific contributions of various 
authorities in the ‘Federal Reserve 
System are notable. These authorities, 


although always tempering their state- 


ments by a sense of official responsi- 
bility, have shown a_ progressiveness 
of viewpoint and an originality of 
analysis which has aroused hearty pub- 
lic appreciation. Much the same com- 
ment could be made of the economists 
and statisticians of the Bank of France. 
On the other hand, the experts of the 
Bank of England and of the Reichs- 
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bank very rarely, if ever, write scientific 
articles over their own names or make 
public addresses before scientific groups. 

Finally, the central banks may take 
the public into their confidence by 
testifying before official commissions. 
We have had, for instance, the Strong 
Committee to investigate the use of 
central bank power to stabilize the 
price level; the Snowden Committee 
in England to study the functions and 
powers of a central bank and the Com- 
mittee Inquiry in Germany to study 
the Reichsbank policy in restricting 
foreign credit. 

In conclusion, therefore, the Federal 
Reserve is on solid ground in breaking 
away from old world traditions of ex- 
treme secrecy, but has run into pitfalls 
of excessive public threats, warnings 
and exhortations. It can better control 
public behavior by decisive changes of 
discount rate or definite steps in open 
market policy than by public appeals 
even at the risk of a loss of popularity 
for the time being. At the same time, 
by informal conferences with private 
bankers, by “making climate” through 
semi-official newspaper interviews, by 
personal accessibility to individual 
leaders, and by testimony before public 
commissions, the central banks can 
shape a common will and carry public 
opinion along with them in attainment 
of major objectives. 





Standardizing Deferred Payment 
~ Paper 


Banker Says Such Move May Make This Type of Paper Eligible 
for Rediscount 


STANDARDIZATION of de- 
Ae payment paper so as to 
give it a stable value, in time, 
may make this type of note eligible for 
rediscount at Federal Reserve banks in 
the opinion of Oscar F. Meredith, vice- 
president of the Foreman-State Na- 
tional Bank, Chicago, and a well-known 
authority on instalment finance. 

Greatly changed conditions relating 
to the financial needs of industrial con- 
cerns whose notes formerly represented 
prime rediscountable paper afford mem- 
ber banks and the Federal Reserve 
Board a reason for giving considera- 
tion to additions to types of paper ad- 
mittedly eligible, Mr. Meredith holds. 

“The financial needs of many of our 
better companies have been provided 
for for years to come through the sales 
of common and preferred stocks and 
bonds,” Mr. Meredith points out. “The 
banks, however, have, to too great an 
extent, been requested to assist in the 
sales of such securities by making loans 
against them. Non-member banks like- 
wise, with a lessened demand for loans 
against good customer notes, purchased 
bonds for employment of funds and for 
improved yield a few years ago. They 
have in many cases found it necessary 
to borrow on such bonds from their 
city depositories so that the latter have 
not found it an easy matter to prevent 
the graph from showing a rising line 
for ineligible and a falling line for 
eligible paper. 

“This does not represent a lowering 
of banking standards at all, but rather 
emphasizes the need for the Federal 
Reserve Board to give the careful and 
broad consideration of which it is ca- 
pable to the idea of admitting additional 
types of loans for rediscount. The 
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Board will probably act when it realizes 
a need exists and conditions warrant, 
and leaders of industry and finance 
doubtless may be depended upon to 
make a propen case at the right time. 
The prevailing condition, however, does 
not in any way warrant any reason or 
hope for a general let-down in the Fed- 
eral Reserve banks’ requirements. 

“To insist that finance company 
paper should be made eligible and then 
not have it done might be interpreted 
as accusing the Federal Reserve Board 
of being unfairly discriminatory. 

“Thus far the volume of merchan- 
dise sold on time and financed by 
finance companies appears not to have 
suffered a great deal by reason of re- 
stricted credit as evidenced by the out- 
put of automobiles, radios, etc., during 
the last several years. True, the in- 
eligibility feature has caused finance 
companies as a whole to pay a slightly 
higher rate for borrowed money. Only 
time can give an answer, however, as 
to whether eligibility would completely 
erase the difference in rate charged and, 
if it did, whether the public would re- 
ceive the full benefit in line with a 
suggestion quoted recently by the press. 

“There appears to be a_ sufficient 
number of finance companies to take 
proper care of the good business in 
sight. If such paper were eligible, it 
would, of course, cause some bankers 
to look with greater favor on such 
loans. It could at the same time en- 
courage many others to enter the financ- 
ing field who now are held back by 
doubt about availability of bank credit. 

“There are finance companies whose 
paper should constitute a _ properly 
eligible type as the lending banks and 
the Reserve banks could determine 
closely their condition at any time.” 





Life Insurance Trust Development 


A Profitable Avenue for the Enlargement of the Scope of Trust 
Service by Trust Companies and Trust Departments 


By L. A. CHAMBLISS 
Assistant Vice-President Fidelity Union Trust Company, Newark, N. J. 


[Concluded from February] 


year bankers and life insurance ex- 

ecutives have aptly described their 
respective institutions as “two branches 
of the same service.” ‘The service is to 
a mutual customer, 


[ trust conferences during the last 


ranged when the trust company, under- 
writer and attorney co-operate in help- 
ing him with his plans. (5) The in- 
surance man is the greatest source of 
business to which the trust company can 

look. (6) The trust 


because the man who 
is buying substantial 
amounts of life in- 
surance today out of 
income becomes the 
trust department cli- 
ent as he is taught to 
think of supporting 
his family in the fu- 
ture in terms of in- 
come. 

Modern estate 
practice has become a 
much more accurate 
science, and so has 
life underwriting. 

Today facts are 
clearly defined: (1) 
We as banks and 
trust companies, in 
the business of ad- 
ministering _ estates, 
must include life in- 
surance in trust both 
as additional business 


OW CAN a bank or trust 

company most effectively 
and permanently ally itself with 
the life insurance men of its 
community? In a number of 
metropolitan centers, says Mr. 
Chambliss, trust companies have 
worked up valuable relation- 
ships with the insurance men. 
The customary procedure in 
many trust institutions has 
been to invite the prominent 
local insurance men to a dinner 
at which a senior executive of 
the bank explains the attitude 
of his company toward life in- 
surance and announces its in- 
tention of encouraging the life 
insurance trust as an invest- 
ment for the conservation of in- 
surance estates. 


company’s knowledge 
of estate practice is 
indispensable to the 
underwriter who is 
sincerely interested in 
what happens to his 
policyholder’s bene- 
ficiaries—and he has 
to be interested to 
stay in business. 
The late Edward 
C. Woods of Pitts- 
burgh, one of the 
country’s outstanding 
general agents, had 
these facts in mind 
when he sponsored 
co-operation between 
trust and insurance 
men as an “economic 
duty, not a senti- 
ment” in his able 
address, “Helping 
Americans Die at 
Par,” before the 


and as a protection. for the estates we 
administer. (2) Life insurance repre- 
sentatives, in order to properly protect 
their policyholders, are obliged to con- 
sider their entire estate prorgam. (3) 
Conscientious underwriters concern 
thems:lves with the conservation of that 
which they are creating when they sell 
an in-urance policy. (4) The custom- 
ers \airs—and remember that he is a 
mut.’ customer—will be properly ar- 


Trust Company Division of the Amer- 
ican Bankers Association. 


EFFECTIVE CO-OPERATION 


It has been definitely. established 
that co-operating with underwriters is 
to tap a great source of new trust 
business. How can a bank or trust 
company most effectively and perma- 
nently ally itself with the life insurance 
men of its community? 
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In a number of metropolitan centers, 
notably Detroit, Cleveland, Newark, 
Chicago, Pittsburgh and New York, 
trust companies have succeeded in 
working up a valuable relationship with 
insurance men. Properly approached 
the underwriter is always friendly. He 
himself will contribute valuable ideas. 

The customary procedure in many 
trust institutions has been to invite the 
prominent local insurance men to a 
dinner at which a senior officer of the 
bank explains the attitude of his com- 
pany toward life insurance, and an- 
nounces its intention of encouraging the 
life insurance trust as an instrument 
for the conservation of insurance 
estates. 

The banks which have succeeded in 
winning underwriter good-will have 
proclaimed the following policies and 
religiously adhered to them: 


1. This bank is not engaged in the 
life insurance business and has no in- 
tention of entering the insurance field 
as a competitor. 

2. No officer or employe of this 
bank may hold a commission to write 
life insurance while he remains in our 
employ. 

3. We propose to co-operate with 
reputable insurance men in recommend- 
ing the replacement of personal earn- 
ing power and the covering of estate 
shrinkage through adequate life in- 
surance. 

4. We believe in and will advise 
the protection of insurance proceeds by 
trust agreement in cases where the 
optional modes of settlement will not 
suffice. 

5. We propose to make our trust 
men available to underwriters who 
desire to arrange joint conferences with 
their clients for the purpose of devising 
estate plans. 

6. This bank will not co-operate 
with any one insurance company, or 
group, or agency, to the exclusion of 
others, nor will we favor one company, 
agent, or group over another. 

7. Whenever we can we will pro- 
tect the interests of the underwriter 
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who brings a client to us in the matter 
of additional insurance. 

8. Our trust and tax experts will 
be glad to advise underwriters regard- 
ing problems that may arise in their 
business. 


Many banks have spent substantial 
sums advertising life insurance and 
indorsing it as the greatest economic 
protection available. Some banks main- 
tain new business departments where 
experienced trust men are employed, 
who not only solicit business from the 
bank’s customers but accompany under- 
writers in joint calls on their customers. 

The important thing is to convince 
insurance men that your bank can 
help them write life insurance, which 
it can, on a fair and legitimate basis; 
that you propose to co-operate with 
them in increasing and conserving the 
estates in your territory; and finally 
that they are serving themselves and 
their clients more completely when 
they bring these clients to you for 
trust service. 

Banks need not spend more than 
they can afford in advertising or in 
establishing expensive new business 
organizations in order to participate 
in this co-operative movement. The 
size of the bank, the present trust 
organization, and the possibilities for 
trust business in its community must 
determine the amount that any institu- 
tion should spend. Furthermore it is 
rather a question of an attitude of 
mind than a matter of how much 
money' is spent. 


CO-OPERATIVE RESPONSIBILITY 


Someone in the bank, preferably the 
trust officer, should be responsible for 


the co-operative movement. He _ in 
turn should sell the idea to the other 
officers, from the chairman of the board 
down to the assistant cashier or treas 
urer. The officer who undertakes the 
job must make it his business to learn 
all he can about life insurance, the 
problems and point of view of the 
underwriter. He will have to know 
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the men in his town who are selling 
life insurance, call them up occasion- 
ally, have lunch with them, and de- 
liberately cultivate their friendship. 
Once he has established himself in 
their confidence as a capable trust man, 
a square-shooter, good fellow and 
genuine friend of theirs (he must 
sincerely feel that way about it) this 
man will have at his command an 
Eldorado of business for his institu- 
tion of which he never dreamed. The 
underwriters will keep him busy inter- 
viewing policyholders to whom they 
will already have sold the idea of 
having their estates analyzed. 

Several trust companies which have 
enjoyed the benefits of assistance from 
friendly underwriters have attempted 
to make a more serious contribution 
to the insurance business than is pos- 
sible through advertising only. Appre- 
ciating the premium in _ present-day 
sales practice on technical knowledge, 
trust institutions in Detroit, Pittsburgh, 
Philadelphia, Newark, and New York 
have either sponsored or collaborated 
in the presentation of courses in trust 
matters to the life insurance men of 
their cities. 


A COURSE TO UNDERWRITERS 


Last fall the Fidelity Union Trust 
Company devised and presented a 
course to Newark underwriters con- 
sisting of six meetings of one hour 
each on six consecutive Wednesday 
afternoons, which drew an average 
attendance of three hundred insurance 
men at each meeting. Forty minutes of 
each hour were given to the speaker 
and the remaining twenty to an open 
forum in which the audience questioned 
the speaker about the subject matter 
of his address. The subjects of the 
meeting were: “The Descent and Dis- 
tribution of Intestate Property in New 
Jersey;” “Wills—Testate Distribution 
of Property; “‘Trusts—Voluntary and 
Testamentary;” “Taxation and Inheri- 
tance:’ “Administration Procedure;” 
and “Co-operation.” 

Stenotype record of the proceedings 


was kept and printed as a part of a 
loose-leaf, leather-bound note book sent 
to those who attended. In addition to 
a record of the trust course, the note 
book contains a set of insurance trust 
forms, a section on taxation, a schedule 
of trust company fees, and a list of 


your estate can ne built 
towards one financial goal 


oh ite anit dian rng ot under the ert dows Your Wilt 


Have you ever thought of lite 6 
emintame an 2 medvum tor provding 


eters meee be be ls towards ane eae 
al goa! of tamly proverten 


FIDELITY UNION TRUST COMPANY 


Bank in New Jersey 


N ewark, New Jersey 


Corre FO 7. Co. eer 


The type of advertising used by the 

Fidelity Union Trust Company of 

Newark, N. J., to develop its life 
insurance trust business. 


definitions of terms used in describing 
fiduciary service. 

The purpose of such courses and 
note books is to better equip the under- 
writer for his business, which is be- 


coming increasingly technical. Inci- 
dentally, an effort like this further 
cements the friendship of the agents 
on the basis of practical assistance of 
permanent value cheerfully contributed 
by the trust company. 

It pays to instruct underwriters who 
are willing to learn (by far the 
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majority) in estate practice, since 
they can apply the knowledge to their 
own benefit and at the same time more 
intelligently describe the bank’s facilities 
and functions to prospective customers. 





This Bank Does Not Sell 


Life Insurance 


We suggest that you consult a 
life insurance underwriter who is 
familiar with modern practices 


lamentable effects of under-insur 
ance We urge every man to stu 
hes needs carefully 





Fidelity Union Trust Company 


Newa ark. 1 New Jersey 


An example of newspaper advertis- 
ing used to further the interests of 
insurance trusts. 


This trust company held a meeting 
(December 6) in Newark attended by 
customers of the bank, trust prospects, 
underwriters, and underwriters’ clients 
and prospects. The speaker was Gil- 
bert T. Stephenson, vice-president of 
the Trust Company Division, American 
Bankers Association, and his subject 
was “Programming Your Estate.” In 
Wilmington, Del. a similar type of 
meeting is being planned, except that 
it is given under the joint auspices of 
the bankers and of the Life Under- 
writers Association. 

Co-operation—an ideal, and a rather 
remote one, in 1920—is a very prac- 
tical, material reality in 1929. The 
bank which is not a part of the move- 
ment is definitely out of step with the 
crowd today. 


THE TRUST ITSELF 


The most practicable and therefore 
the most popular type of insurance 
trust today is strangely enough the 
first which was devised—the personal 
unfunded agreement. 

Under such an agreement the in- 
sured may designate his bank or trust 
company as beneficiary of his policies, 
the proceeds to be collected by the 
bank or trust company as trustee in 
the event of his death and invested. 
Income and principal will be paid to 
the beneficiaries as the agreement may 
recite. The insured, as the donor of 
the trust, may empower the trustee to 
exercise discretion in disbursing prin- 
cipal. The agreement is a malleable 
instrument in his hands which he can 
shape to meet the peculiar requirements 
of his own family, subject only to the 
laws of his state limiting the duration 
of trusts. Through the life insurance 
trust the prospect is enabled to write 
his own “settlement option.” 

One important aspect in which the 
life insurance trust differs from the 
settlement option is that it permits 
the insurance monies to serve as a 
cash fund to obviate a forced sacrifice 
of the estate’s assets in order to defray 
taxation and administration expense. 
And yet the life insurance trust itself 
need not be depleted. A clause may be 
incorporated in the agreement author- 
izing the use of insurance proceeds for 
the purchase of securities owned by the 
donor at the time of his death from 
the executor of his estate. By exer- 
cising this power the trustee may 
acquire and hold among the invest- 
ments of the life insurance trust valu- 
able securities owned by the decedent. 
On the other hand, the executor of the 
estate, realizing cash from the sale, may 
therewith discharge the estate’s obliga- 
tions. Subsequent enhancement in 
value of securities purchased by the 
life insurance trust will accrue to th? 
benefit of that trust. 

It should be noted that the onlv 
other way of allowing insurance pro- 
ceeds to be distributed according to 
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the insured’s own plan, and at the same 
time protecting his estate from shrinkage 
through forced liquidation, is to pay 
the policies directly to the estate, in 
which case the value of the estate for 
tax purposes is increased by the amount 
of the life insurance, and the insurance 
becomes subject to administration 
charges. 


THE FUNDED INSURANCE TRUST 


An early modification of the life 

insurance trust wags to combine it with 
the already familiar voluntary or living 
trust. The result was the funded in- 
surance trust, wherein the donor de- 
posits securities along with his policies 
in suficient amount to produce an in- 
come that will pay the premiums. At 
the donor’s death the trust is increased 
by the collection and investment of 
the insurance proceeds. Income and 
principal will be paid to the benefi- 
ciaries as the donor may instruct in the 
agreement. While there were formerly 
certain tax advantages in the creation 
of an irrevocable funded insurance 
trust, subsequent legislation has re- 
moved them. This type of trust 
naturally has never been as popular 
as the revocable unfunded trust, since 
it involves tying up securities along 
with the policies. At present the 
principal advantages to be derived 
through the funded trust are relief 
from the necessity of watching pre- 
mium dates, and ‘delegating to the 
trustee responsibility for keeping the 
policies in force. The funded trust 
still appeals to the wealthy client who 
either travels extensively or is too busy 
to be bothered with the paying of 
premiums himself. 


THE BUSINESS LIFE INSURANCE TRUST 


Business life insurance is written to 
accomplish two entirely different pur- 
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poses. The first and simplest of these 
is to indemnify a company for the loss 
of a valuable officer through death and 
to strengthen its credit position in such 
a crisis. When this is the object of 
the policy, the company should insure 
the life of its executive or executives, 
the premiums should be paid by the 
company, and the company should be 
the beneficiary of the policy. 

The other purpose which life insur- 
ance accomplishes in company affairs is 
that it furnishes surviving stockholders 
or partners with cash to purchase the 
interest of a deceased principal. It is 
the feeling of this company that such 
life insurance should be carried by the 
individuals interested on each others’ 
lives, and that the policies should be 
made payable to a bank or trust com- 
pany as trustee under the terms of an 
agreement that will protect all of the 
parties. In general the agreement re- 
cites that the trust company shall 
collect the proceeds of the insurance 
maintained on the life of the stock- 
holder or partner first to die, and that 
these proceeds shall be applied against 
the purchase of the decedent’s interest 
from his estate. The interest so pur- 
chased shall be assigned to the sur- 
vivors. The agreement should provide 
a method of valuing the stock and 
should cover such contingencies as the 
inadequacy of insurance to purchase 
all of a decedent's interest. By carry- 
ing the insurance personally on the 
lives of their associates, the stockholders 
or partners do not incur the disadvan- 
tage of having the insurance monies 
become company funds, which is the 
case if the company buys the insurance 
and is the beneficiary. Insurance pay- 
able to a company becomes available 
to the firm’s creditors and may increase 
the value of a stockholder’s interest for 
inheritance tax purposes. 


[An article by Mr. Chambliss on the Business Lire INsurANcr Trust will appear 
in an early issue of THE BANKERS MAGAZINE] 








New Method for Determining Stock 
Values 


Cleveland Bank Presents New Price-Earnings Ratio Based on the 
Earnings for the Preceding Four Quarters 


NEW pprice-earnings ratio based 
A earnings for the preceding 
four quarters is put forth by the 
Midland Bank of Cleveland as an aid 
in arriving at the value of better-grade 
industrial common stocks. The bank, 
however, warns against the tendency to 
set up an arbitrary ratio as applicable 
to all stocks. 

These conclusions are drawn by D. 
C. Elliott, economist of the bank, in 
the latest of a series of studies pub- 
lished by the Midland Bank. The study 
analyzes the price-earnings ratio trends 
of eighty representative common stocks 
by months from January 1, 1925, to 
January 1, 1930. The stocks are di- 
vided into seven groups: chemical, food, 
machinery, motor, motor accessory, steel 
and miscellaneous. 

For all the stocks combined, the study 
shows, the ratio commenced at 11 in 
1925, advanced to a high of 16.2 in 
December, 1928, declined to 15.2 in 
September, 1929, dropped sharply to 
9.5 in November, and recovered to 9.9 
in December. 

“The principal argument in favor of 
the price-earnings ratio is that it ties up 
the price of a stock with the factor of 
greatest importance in analyzing that 
stock—that of earnings. On the other 
hand, a number of serious pitfalls must 
be avoided in putting the ratio to prac- 
tical use. 

“In the first place, it is constructed 
only on a basis of past earnings, 
whereas future earnings should also be 
carefully considered in purchasing a 
stock. One of the most unfortunate 
errors which crept into the minds of 
many during the recent bull market 
was the assumption that the record- 
breaking increases in corporation earn- 
ings in 1928 and 1929 would continue 
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without interruption, although history 
shows that profits are not always rising 
rapidly even though the long-time trend 
is upward. 

“Another drawback is the danger in 

overlooking entirely the factor of yield. 
Formerly this was considered of major 
importance, but in the latter stages of 
the last bull market the yield factor was 
more or less brushed aside in the gen- 
eral enthusiasm for earnings. 
It may be perfectly true that earnings 
can outweigh yield in importance. At 
the same time, ordinary prudence sug: 
gests that the element of yield should 
not be sidetracked by the earnings 
factor. 

“A third danger is in accepting a 
catchword such as ‘ten times earnings, 
or ‘fifteen times earnings.” Obviously, 
common stocks or companies having the 
best earnings record and enjoying the 
best management, and whose business is 
basic or well diversified, are entitled to 
sell at a higher price-earnings ratio than 
the average stock. The same is true of 
stocks in the industries which possess the 
greatest future promise, as compared 
with those with an uncertain outlook. 

“Over a long period of time a price’ 
earnings ratio of ten might appear the 
soundest for the average common stock, 
but such a ratio should by no means be 
applied to every individual issue. It is 
only an average of all. As a matter of 
fact, these things are normally pretty 
well reflected in the price-earnings 
ratios of different stocks; but in times 
of great speculative enthusiasm many 
persons are apt to jump to the con 
clusion that some such forinula as 
‘fifteen times earnings’ furnishes a 
fair measuring stick for the price of all 
common stocks regardless of their in 
trinsic merit.” 
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The Agricultural Credit (Question 


The Complicated Problem of the Credit Situation Affecting Agri- 
culture and What Is Being Done to Solve It 


By RoBert STEWART 


Dean of the College of Agriculture, University of Nevada 


States is $355,300,000,000. The 


his special needs for credit are not at 


Ts: total wealth in the United 


total value of all farm property 
is $57,017,740,000, which exceeds in 
amount that invested in any other line 
of human effort. The 
value of all railroads 


all appreciated by the banking frater- 
nity. The turnover in agriculture is 
much longer than in other lines of 
industry. It takes one year to produce 
an ordinary crop, 
three years to pro- 


and public utilities 
combined is $39,- 
200,000,000; that of 
all merchandise and 
industrial. products 
is $40,000,000,000, 
while the value of 
all the automobiles, 
all gold and silver 
coin and all bullion 
is only $9,800,000,- 
000. Yet in spite of 
this, enormous wealth 
invested in agricul- 
ture the credit situa- 
tion affecting farm- 
ing is poorer than 
that affecting any 
other line of indus- 
try. This is due in 


R. STEWART says that 38 

per cent. or 2,462,608 of 
the farmers of the United 
States are tenant farmers. Their 
financial circumstances and 
small scale operations make it 
exceedingly difficult for them to 
secure accommodations through 
the ordinary banking channel. 
Organized commercial banks do 
make short term loans of great 
amounts to many farmers who 
have the necessary credit, but 
there are still many farmers 
operating in the United States 
who because of their financial 
circumstances are unable to se- 
cure such credit from recog- 
nized banking institutions, yet 
these farmers must operate on 


duce a beef steer and 
five years to produce 
a fruit tree. Capital 
invested in such op- 
erations is for the 
time being not pro- 
ductive. 

Farming has al- 
ways been largely a 
personal affair. The 
amount of capital or 
credit available for 
farming operations 
has been, therefore, 
extremely limited. 
Funds for farming 
have not been avail- 
able from the sale of 
bonds or stock shares 
as they have been 


a measure to in- 
herent difficulties 
which are peculiar to 
the industry and in part to failure to 
understand and appreciate the prob- 
lems of farming. 


THE DIFFICULTIES OF AGRICULTURAL 
CREDIT 


The credit facilities of the nation 
have been developed largely to meet 
the needs of industry, such as business 
and commerce, where the turnover is 
much shorter than it is in agricultural 
Operations. The peculiar difficulties 
under which the farmer operates and 


credit or not at all. 





for other lines of in- 
dustry. Were it not 
for the possibility of 
financing business, commerce, public 
utilities and even banks by the sale of 
stock shares and bonds, the progress 
which has occurred in modern Ameri- 
can business would have been impos- 
sible. If these facts were always 
remembered the difficulties under which 
modern farming operates would be 
better appreciated. 

The credit situation affecting agri- 
culture is also further complicated by 
the almost universal opinion held in 
banking, circles that farming is not and 


cannot be made profitable. Loans of 
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any character therefore on agricultural 
operations are looked upon askance 
by the banker. During the last few 
years many attempts have been made 
to solve the complicated problem of 
agricultural credit. The first of these 
was the passage of the Federal Loan 
Reserve Act. 


THE FEDERAL RESERVE ACT 


The Federal Reserve Act approved 
December 23, 1913, authorized na- 
tional banks to lend money on farm 
mortgages. The peculiar needs of the 
farmer were recognized by giving the 
farmer's paper a maturity period of 
six months. An amendment to this 
act approved February 25, 1927, 
authorized any national banking asso- 
ciation to make loans upon real estate, 
including farm lands, with the bank’s 
Federal Reserve district or within a 
radius of one hundred miles of the 
bank, irrespective of district line. This 
is an important aid to farming as such 
loans may be made within 50 per cent. 
of the value of the lands. 


WAREHOUSE RECEIPTS AS COLLATERAL 


During the troublesome period of 
the Great War much legislation was 
passed for the betterment of agricul- 
ture. Much of this legislation had to 
do with the improvement in methods 
of rural finance. Among other things 
authority was given to the Department 
of Agriculture to license bonded ware- 
houses which handle certain agricul- 
tural products. This has resulted not 
only in better methods for storing farm 
products and the stabilization of the 
marketing process but also in the 
issuance of more easily negotiable ware- 
house receipts. The farmer can thus 
store certain types of farm products in 
bonded warehouses and borrow money 
on the receipts for his current operat- 
ing expenses. The market is not unduly 
depressed by being flooded with farm 
commodities at certain periods, thus 
creating a temporary surplus problem 
whereas no real surplus exists. 


THE FEDERAL FARM LOAN ACi 


The Federal Farm Loan Act ap- 
proved July 17, 1916, created a bank- 
ing system which reached into every 
rural district and operated on terms 
suited to the need of farm owners. 
It was hoped that this act would bring 
order out of chaos in rural finance, 
reduce the cost of handling farm loans, 
place upon the market farm mortgages 
which would be a safe investment for 
private funds and thus attract into 
agricultural operations a fair share of 
the capital of the nation and thus re- 
duce the interest charges in agricul- 
ture. 


PERSONAL CREDIT 


Thirty-eight per cent. or 2,462,608 
of the farmers of the United States are 
tenant farmers. Since they do not 
own the land they farm they have 
little necessary collateral for making 
a loan from their bank. Their finan- 
cial circumstances and small scale 
operations thus make it exceedingly 
dificult for them to secure accommo 
dations through the ordinary banking 
channels. Organized commercial banks 
do make short term loans of great 
amounts to many farmers who have 
the necessary credit, but there are still 
many farmers who are operating in the 
United States who, because of their 
financial circumstances, are unable to 
secure such credit from recognized 
banking institutions. Yet these farmers 
must operate on credit or not at all. 
The United States Department of Agri- 
culture a few years ago determined 
that 60 per cent. of the farmers in 
the Southern states were operating 
under an “advancing system,” which 
means that merchants, implement 
dealers and fertilizer dealers were ex’ 
tending credit to the farmer by selling 
him supplies for producing the future 
crop. Necessarily the rate of interest 
charged the farmer for such service 
was abnormally high, due to the high 
risk and the necessity for the merchant 
himself to be financed by his commer’ 
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cial bank. It is particularly vicious as 
it is often hidden in the excessively 
high price charged for such supplies. 
Such a system of credit is pernicious 
and exists only because of smallness 
of the farm operation and the lack of 
information on the part of the farmer 
regarding the financial operations and 
banking machinery. These farmers 
also do not receive the affirmative at- 
tention and sympathy of the banker 
in the vicinity. There are many honest, 
upright, hard-working farmers of this 
type who could be honestly helped by 
a more sympathetic attitude on the 
part of the banking profession. It 
also seems quite clear that the forma- 
tion of personal credit unions similar 
to those which are operating so suc- 
cessfully in Germany would materially 
help such farmers. 

There are many farmers, however, 
whose standard of living and whose 
productive ability is very low and who 
are attempting to farm marginal lands. 
Their situation excites interest and 
sympathy but it is difficult to see how 
concrete financial assistance can be 
extended to them with any assurance 
of safety to the credit offered them. 
Such farmers can be helped by educa- 
tion regarding methods of better farm- 
ing, marketing and improved schools. 
It is a real question, however, whether 
it would not be a better national 
policy to take steps whereby such 
marginal land could be eliminated from 
farming areas. 

The organization of personal credit 
unions in rural districts would do 
much to alleviate the credit situation 
among small scale farmers. Many state 
laws have been passed to stimulate 
the formation of such credit unions 
but so far the great majority of them 
which have been organized have been 
by wave-earners in urban centers of 
population. The attempt to develop 
strictly rural credit bodies has met with 
little success in most states. North 
Carolin: has made the greatest advance 
in this direction. 
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THE AGRICULTURAL CREDIT ACT 


The agricultural credit act of 1923 
furnished facilities for advancing all 
money that can wisely be employed 
in the production of livestock or in 
the marketing of such agricultural 
commodities as can be insured and 
safely warehoused. The provisions of 
the act are not as widely used by 
farmers as they might be although co- 
operative marketing associations are 
taking advantage of the credit extended 
by this act in increasing numbers. 
Under the provisions of this act the 
farmer is freed from worry about the 
possibility of his loan being called be- 
fore the operations in which he is 
engaged are completed. The interest 
rate also is reduced and compares’ very 
favorably with that under which busi- 
ness and commerce are operating. 

The intermediate credit banks have 
materially aided the co-operative mar- 
keting of farm products. Since credit 
is available from this source it has 
also been much easier for farmers to 
get credit from commercial institutions. 
In 1925, the second year under the 
operation of the act, $125,000,000 
alone was loaned by the intermediate 
credit banks to co-operative associa- 
tions. 


THE AGRICULTURAL MARKETING ACT 


The Agricultural Marketing Act of 
1929 among other things was designed 
for “promoting the establishment and 
financing of a farm marketing system 
of producerowned and producer-con- 
trolled co-operative associations and 
other agencies.” This act is designed 
to further provide credit for agricul- 
ture, not to the individual farmer but 
to organized groups of farmers. Presi- 
dent Hoover in his first statement to 
the newly organized Farm Board in- 
trusted with carrying out the provi- 
sions of the Act said: 

“TI invest you with the responsibility, 
authority and resources such as have 
never before been conferred by our 
Government in assistance to any ine 
dustry.” 
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It is the plan of the Farm Board 
apparently to help solve some of the 
problems of the farm by promoting and 
financing strong co-operative marketing 
associations on a commodity basis. 
Two illustrations will indicate briefly 
how the Farm Board hopes to accom- 
plish this objective. 

The grape industry of California 
was threatened with a chaotic condi- 
tion due to the inability of the Sun- 
Maid Raisin co-operative to handle the 
situation which was threatened with 
the foreclosure of their packing plants. 
The Farm Board entered into an agree- 
ment with this co-operative to loan 
four million bonds of the co-operative 
at a price not exceeding eighty-five 
cents on the dollar, provided further 
that brands, patents and trade-marks 
of Sun-Maid be assigned as additional 
security. The loan is to be refunded 
on a twenty-year amortized basis, thus 
greatly reducing the annual interest 
and principal payments of Sun-Maid. 

The Farm Board further entered into 
an agreement with Sun-Maid whereby it 
would advance to the co-operative 50 
per cent. of three cents per pound on 
150,000 tons of Muscats and Thomp- 
sons, provided that the commercial 
banks of California would advance 
the other 50 per cent. This was agreed 
to by four of the largest banking asso- 
ciations on the Pacific Coast. The 
raisin industry is now on the soundest 
financial basis it has been for many 
years. 

The Florida citrus industry has also 
been helped by the Farm Board. Due 
to the Government quarantine in 1929 
the market situation affecting the 
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Florida citrus grower was complex. 
It was further complicated by the fact 
that there were two co-operatives in 
the field and many strong individual 
growers. The Board exerted its in- 
fluence on the two co-operatives and 
the leading individuals outside of the 
exchanges to get together and form a 
really strong co-operative. The Florida 
Citrus Exchange was the result. The 
Farm Board advanced $2,200,000 on 
a first mortgage on the packing plants 
of the exchange and other collateral. 
A uniform program for the sale of 
Florida citrus fruit has resulted and 
much of the unsatisfactory market con- 
dition due to disorderly marketing of 
Florida fruit has been corrected. 


CONCLUSION 


The operation of the Federal loan 
banks and the provision regarding 


farm loans by national banks makes the 
credit situation for the farm owner 
fairly easy. This is especially so when 


the farm owner desires to buy more 
land. In fact many farmers feel that 
it is too easy for them to go into debt. 
The personal credit situation affecting 
a large group of farmers for produc: 
tion purposes is not so satisfactory and 
is extremely difficult of solution. Per’ 
haps the greatest single benefit which 
could happen to the farmer would be 
derived by united group effort whereby 
some of the benefits obtained by organ- 
ized business could be obtained. The 
promotion of such strong farmer 
organizations by the operation of the 
Federal Farm Board will be its greatest 
help to agriculture. 





How Investment Trusts Have Met 


the Test 


Old Trusts Have Averaged 14 Per Cent. Return for Last Three 
Years; New Trusts’ Decline of Security Portfolios 
Less Than Market Decline 


By WaLTEeR N. Durst 


Investment Trust Analyst, Steelman & Birkins, New York 


fact that they were not sold prior to 


of operations of fifty-one invest- 


N analytical survey of the results 
the stock market decline, the prices of 
ment trusts or investment com- these 


panies with total resources of about 
reveals 


$1,400,000,000 
sound investment 
management ability. 
A group of sixteen 
old trusts earned 
nearly 14 per cent. 
on the average re- 
sources during the 
last three years. A 
group of thirty-five 
new trusts (formed 
since November, 
1928) reported a de- 
cline in the value of 
their security port- 
folios of 8.49 per 
cent. from cost, 
whereas the stock 
market decline dur- 
ing the same period 
was 21.7 per cent. 

Although the re- 


securities 
November debacle was above cost. 
The results of the group of new 


a generally 


R. DURST presents facts 

in this survey which in- 
dicate that, on the average, in- 
vestment trusts have performed 
their tasks as investment man- 
agers with considerable skill. 
But the varying achievements 
and differences in age lead to 
the conclusion that individual 
analysis is now necessary, rather 
than the selection of any par- 
ticular trust for no other rea- 
son than the fact that it is an 
investment trust. Results of the 
type outlined in this article 
vindicate the investment trust 
and help give it the place in the 
financial world which it de- 
serves. 


after the October- 


companies were good 
considering the difh- 
culties under which 
they labored. In the 
first place, they were 
formed at a time of 
high levels in the 
stock market and 
could not make the 
advantageous pur: 
chases possible to the 
old companies. In 
the second place, the 
general enthusiasm 


for common _ stocks 


at the time of their 
formation and during 
the early months of 
their operation re- 
quired _ considerable 
strength of manage- 


ports of individual 

companies, whether 

they have been in operation for several 
years or are one of the new invest: 
ment companies, furnish results which 
do not compare favorably with the 
stock market decline or the earnings 
on the average resources are not as 
high as those of the group, on the 
average, the results of operations were 
satisfactory. The group of old trusts 
had a: advantage, as many of their 
securities were purchased several years 
ago at low figures and in spite of the 


ment foresight in not 

purchasing common 
stocks. A few trusts did make large 
purchases, but on the whole the results 
of this group indicate sound manage- 
ment ability. 

The general expectation is that an 
investment trust or investment com- 
pany will report earnings of 10 per 
cent. on the average resources over a 
period of years. This 10 per cent. is 
higher than can be achieved by all 
but a few investors, over a period of 
time, and is multiplied by the ratio 
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APPROXIMATE EARNINGS» PERCENTo” AVERAGE RESOURCES 
16 INVESTMENT TRUSTS:* OPERATION 3 YEARSo*LONGER 
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Note—Earnings on average resources computed as closely as possible. 

Total market value of portfolios of the sixteen trusts was about 5 per cent. 

above cost. The portfolio of Trust A was 34.6 per cent. above cost; Trust 
B, 20 per cent.; Trust C, 24 per cent. and Trust D, 6.7 per cent. 


of the senior capital of the trust 
to the common stock capital. The 
earnings on the average resources may 
be increased one and one-half, two or 
three times by the amount of trading 
on the equity, that is, the ratio of 
debenture and preferred stock capital 


to the amount of common equity. 
However, without considering _ this 
question of multiplication of earnings 
for the common, the survey showed 
that earnings on the average resources 
were on the average nearly 14 per 
cent. for the last three years. 





THE BANKERS MAGAZINE 


— 


The sixteen trusts included in the 
analysis which have been in opera- 
tion for three years or longer, have 
total resources of $560,000,000. These 
sixteen trusts are the principal ones 
that have been in operation for this 
length of time. Ten of the sixteen 
are larger trusts with resources of 
from $10,000,000 to $50,000,000 each, 
and the other six each have from 
$1,000,000 to $8,000,000 in resources. 
The average size is about $35,000,000. 

The results of the survey of these 
older trusts were as follows:—Earnings 
on the average resources of the group, 
as closely as can be computed, were 
11.5 per cent. in 1927, 14.6 per cent. 
in 1928, and 15.2 per cent. in 1929 
(see accompanying chart). The re- 
sults of the individual companies varied 
rather widely, although they were 
generally on an ascending scale. 

The highest earnings were reported 
by Trust A, namely, of 9.90 per cent. 
in 1927, 21.5 per cent. in 1928, and 
27 per cent. in 1929. With but two 
exceptions, the average during the three 
years was higher than the classic figure 
of 10 per cent. One of the smaller 
companies reported a decline in earn- 
ings during the three years dnd the 
average for this company for the three 
years was 8.53 per cent., and a holding- 
investment company reported an aver- 
age of 8.6 per cent. for the three years. 

The variance in the reports is indi- 
cated by the results of Trusts B, C and 
D (see accompanying individual 
charts). Trust B reported a continued 
increase in earnings on the average 
resources, whereas Trust C_ reported 
high earnings in 1928, due to large 
profits from sale of securities, and in 
1929 only a few such sales were made 
and earnings consequently declined. 

Trust D, a holding-investment com- 
pany, with the portfolio continued 
Practically intact from year to year, 
reported a continuous decline in earn- 
ings from 11.5 per cent. in 1927 to 
6.9 per cent. in 1929. The low earn- 
ings ar» due to the lack of capital 
profits which the other trusts include 
in the’ income accounts. 


MARKET APPRECIATION 


At the end of 1929, six of the 
sixteen companies reported an apprecia- 
tion of market value over cost of securi- 
ties, one was about even, and nine 
reported a depreciation. However, 
the appreciation of the six trusts was 
approximately $38,000,000, whereas the 
depreciation of the nine trusts was 
less than $11,000,000. Net apprecia- 
tion of the group was $27,000,000. 
This net appreciation amounts to nearly 
5 per cent. for the entire group. 

All of the four companies, Trusts 
A, B, C, and D, the earnings opera- 
tions of which are graphically dis 
played in the accompanying charts, 
reported an appreciation of market 
value over cost. In the case of Trust 
A, it was 34.6 per cent.; Trust B, 20 
per cent.; Trust C, 24 per cent.; and 
Trust D (the holding-investment com- 
pany), 6.7 per cent. 

The investment 
might paraphrase a certain famous 
statement: “These are my jewels.” 
These sixteen trusts have been in opera- 
tion for three years or longer and, on 
the average, have reported earnings of 
about 14 per cent., or 40 per cent. 
above the classical concept of 10 per 
cent., and after the severe market 
decline of last fall had an average 
appreciation of market value over 
cost of about 5 per cent. The varying 
results indicated in the above summary 
and by the charts demonstrate forcibly 
that individual analysis is necessary 
in the case of investment companies, al- 
though they may have been in opera- 
tion for several years. 


trust movement 


THIRTY-FIVE NEW TRUSTS 


The survey of the thirty-five new 
investment companies with resources 
of about $850,000,000, all these com- 
panies having been formed or pub- 
licly announced since November, 1928, 
indicates the desirability of age in con- 
sidering the securities of an investment 
trust. However, on the average, the 
results are favorable. The decline of 
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The Bank of Personal Contact 


Our location in the center of the country’s 
financial district is ideal for prompt and 
comprehensive service. You will find our 
co-operation with correspondent banks 
unusually efficient and all-embracing. 


Inquiries inviled and promptly acknowledged. 


INTERSTATE 


TRUST COMPANY 


37 WALL STREET, NEW YORK 
George S. Silzer, Chairman George L. LeBlanc, President 


Member Federal Reserve System Resources over $86,000,000 
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their security portfolios is considerably 
les than the corresponding market 
decline. 

It would be possible to make a very 
interesting survey of the price action 
of the stocks of these new companies. 
The prices of the trust stocks advanced 
far above liquidating value in the sum- 
mer of 1929, and the market slump 
reduced them to below liquidating or 
net asset value. A number are still 
selling at a discount from the net asset 
value per share based on market prices. 

However, while the problem of 
market action and prices is a very im- 
portant one to the investor and to the 
holder of investment trust securities, 
the over-done advance and decline is 
a study of the general market move- 
ment, whereas this analysis is a survey 
of the results of investment manage- 
ment. Market prices of investment 
trust securities and investment manage- 
ment are divorced in an unusual period 
such as that of the last year although 
over the long term they are inextricably 
bound to each other. 


ACTUAL RESULTS 


The total cost of the securities in 
the portfolios of thirty new trusts 
was $604,700,000. The market value 
of these securities as indicated by their 
reports (the majority of which were 
as of December 31, 1929) was 
$567,600,000. Placed in percentage 
form, the market value was 6.13 per 
cent. below cost. The portfolios of 
thirty-five trusts, including several less 
favorable reports, reveal a total cost 
of $701.000,000 and a total market 
value of $642,000,000. The decline 
for this group was 8.49 per cent. 
The trusts were formed at various 
times during the last year. To arrive 
at the average point of formation of 
the group of companies, the cost of 
securities was weighted. The average 
of the high and low prices of the 
Standard Statistics Company ninety 
common-stock weighted index for the 
Particular month of formation was 
multiplied by the sum of the cost of 
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securities of all trusts formed in each 
month. The resulting total was then 
divided by the sum of the costs, and 
the result is the approximate weighted 
point in the Standard Statistics com- 
mon-stock weighted index at which 
the group of companies was formed. 

This weighted point was 216 for the 
group of thirty companies and 213.5 
for the group of thirty-five companies. 
Thus, on the average, these groups of 
companies were formed in the latter 
part of June, 1929. The majority of 
the reports are as of December 31, 
1929, although a number are as of 
November 30. The average of the 
stock index for these two dates is the 
approximate point of the reports. This 
point is 168.3. The decline of the 
stock market from this weighted point 
in June, 1929, to the approximate 


date of the reports of the group of 
thirty companies was 22.1 per cent. 


SMALL RELATIVE DECLINE 


The portfolios of the thirty invest- 
ment trusts thus declined 6.13 per cent. 
compared to a corresponding decline of 
the stock market, as computed above, of 
22.1 per cent. (see accompanying chart). 
This is a general indication that the 
new companies did not purchase all of 
their securities at the high levels of last 
summer. Several of the companies in 
this group score 100 per cent., or nearly 
that, in investment management ability, 
which greatly improves the final results 
of this survey. However, on the aver- 
age, these results give investment man- 
agement ability of the new trusts con- 
siderable credit. 

In this survey, losses included in the 
income account are not considered, but 
they were small. Of far greater im- 
portance is the fact that cash and call 
loans were not included. If they had 
been added to the cost of securities, and, 
correspondingly, to the market value of 
securities, the final results would have 
been more favorable. The trusts pur- 
chased bonds and preferred stocks, but, 
on the whole, these purchases were rela- 
tively minor. 








Making telephone service 
easy to buy 


MARKED by the famil- 
iar blue Bell System seal, 
hundreds of thousands 
of coin box pay stations 
and public telephones in 
charge of operators put 
Bell System communi- 
cation at the disposal of 
the travelling public. 

Always ready for use 
and within easy reach 
almost everywhere, these tel- 
ephones render a valuable 
public service and contribute 
their share to the revenues of 
the System. 

The Bell System has grown 
and is growing with the nation 
—and faster than the growth 
in population. Back of its 
securities is a total plant 
investment of more than 
$3,500,000,000 and more 
than $500,000,000 is being 


spent yearly for new and im- 
proved plant. 

Through far-sighted man- 
agement, the Bell System main- 
tains the best possible telephone 
service at the lowest cost con- 
sistent with financial safety. Its 
funded debt is only 25% of 
its total assets. Its net earn- 
ings are more than four times 
interest charges. 


May we send you a copy of our 
booklet, ‘“Bell Telephone Securities’? ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 
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COMPARISON~PERCENTAGE 
DEPRECIATION °° PORTFOLIOS of 


30 New TRUSTS v'™ PERCENTAGE DEPRECIATION 
of 90 LEADING COMMON STOCKS 





H.J.MUEHLS 


Note—Above figures are in index form, cost of portfolios of the thirty 
trusts as 100 per cent. and the market value of portfolios as of the date of 


reports was 93.87 per cent. 


The stock index is the Standard Statistics 


Company's ninety common-stock weighted index, weighted as to time of 
formation of the thirty trusts, considered as 100 per cent., and that as of 
the date of the reports which was 77.9 per cent. 


Another factor to be considered is 
that the comparison is with an index 
of ninety stocks, and these stocks are 
the celebrated “Blue Chips.” If pur- 
chases had been made, previous to the 
declin. in weaker issues than this se- 
lected croup of ninety stocks, the de- 
cline» the portfolios of the trusts would 


have been greater than was actually the 
case. 

This survey of the new companies is 
not perfect in method, but a comparison 
of the decline of the security portfolios 
of the investment trusts and the decline 
of the stock market, weighting the group 
of companies as to time of formation, 





THE GREAT NATIONAL CITY BANK OF NEW 
YORK EMPLOYS A TODD CHECK SIGNER 


OurTSTANDING, on the long list of users of 
Todd Check Signers, is The National City 
Bank of New York with aggregate assets 
of more than two billion dollars! To affix 
signatures by hand, to the huge number 
of checks issued by such an institution, 
would obviously entail hours and hours 
of cramping physical labor. The National 
City Bank has conserved both the time 
and energy of its personnel by installing a 
Todd Check Signer. 

Electrically operated, the Todd Check 
Signer requires the attention of only one 
employee. Sheets of checks fed into the 
model shown above are signed, cut and 
stacked in numerical order at the rate 
of 7500 an hour. Two Yale locks and a 
built-in meter, which records every check 


At vert: Todd Check Signer which serves The 

National City Bank of New York. Directty 

ABOVE: Rear view, showing stacker which ar 
ranges checks in numerical order. 


passing through the machine, simplify 
executive supervision. 

Hundreds of other businesses testify to 
the safety and efficiency of the Todd Check 
Signer. Ask the Todd Office in your city 
for a demonstration. Or return the coupon 
to us. The Todd Company. (Est. 1899.) 
Protectograph Division. Rochester, N. Y. 
Sole makers of the Protectograph, Super- 
Safety Checks and Todd Greenbac Checks. 


THE TODD COMPANY, Protectograph Division 
1139 University Avenue, Rochester, in. Xe 


Please send me complete information about 


the Todd Check Signer. 
Name 
Address. 


Business. 





TODD SYSTEM OF CHECK PROTECTION 
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is a general index of the investment 
management ability of this group of 
new companies. Certain minor factors 
are not considered, but the amount of 
cash which they held intact throughout 
the decline is also not considered. 

The companies in this group are 
largely of the general management type, 
but several specialized trusts are in- 
cluded. A number of companies in 
which the decline of the portfolios was 
considerable are included in the group 
of thirty trusts, and the additional five 
trusts reported large declines. The 
trusts vary in size from two of less than 
$1,000,000 to two of nearly $100,000,- 
000, and the average resources were 
about $24,000,000. 

In this survey, all the reports of the 
larger investment trusts available to 
February 5 were used except that of one 
large trading company. 


GENERAL SUMMARY 


The close analysis of the results of 
operations of fifty-one investment trusts 
with total resources of about $1,400,- 
000,000, or over one-third of the total 
resources of the investment trust “‘in- 
dustry,” reveals that, on the average, the 
results of investment management abil- 
ity are favorable. The group of old 
companies reported average earnings on 
the average resources of approximately 
14 per cent. for the last three years and 
the market value of their portfolios was 
about 5 per cent. above cost after the 
stock market decline. The results in 
this group vary widely from this general 
average. 

The group of thirty-five new com- 
panies which were formed since Novem- 
ber, 1928, reported an average deprecia- 
tion of 8.49 per cent. of market value 
of securities under cost, but the cor- 
responding decline of the stock market 
during the same period was 21.7 per 
cent. This group of new companies 
has thus fared better than all but a 
few investors or better than the out- 
right holder of securities. They have, 
on the average, performed their task as 
Mvestment managers satisfactorily dur- 


" companies. 


ing a very trying period which tested 
their abilities to the utmost. 

This survey indicates the importance 
of age of an investment trust. Although 
each member of the old group of trusts 
did not meet the requirement of 10 per 
cent. earnings, fourteen of the sixteen 
reported such average earnings and of 
the two exceptions one was a holding- 
investment company rather than an in- 
vestment trust. Several members of this 
group of new trusts reported remarkable 
results as investment managers, and, on 
the average, this group reported good 
results. 

The above results should help con- 
vince the skeptic as to the general 
ability of investment trust managers. 
Several trusts have issued favorable 
statements since the conclusion of this 
summary, and these reports would 
further improve the survey. It was un- 
fortunate for the investment trust move- 
ment that investment trust securities 
were pushed to above their liquidating 
value last summer but the results out- 
lined above justify the formation of 
these companies. The actual results of 
operations should aid in a return to 
favor of investment trust securities. 

Stripped of all the sales propaganda 
of formation, of all the references to the 
generally continued success of British 
and Scottish trusts, and apart from a 
period of general enthusiasm for invest- 
ment trust securities, the results out- 
lined above are the final proof of opera- 
tions of investment trusts or investment 
Other factors are important 
in considering investment trust securi- 
ties but these results are actual. The 
survey indicates that, on the average, 
investment trusts have performed their 
task as investment managers with con- 
siderable skill, but the widely varying 
achievements and the differences in age, 
results in the conclusion that individual 
analysis is now necessary, rather than 
the selection of any particular trust for 
no other reason than the fact that it is 
an investment trust. Results of the 
type outlined vindicate the investment 
trust and help give it the place in the 
financial world which it deserves. 





What Is a Bank 
Secondary Reserve? 


What is its purpose? How is it used? 

Should all banks have one? What should be its size? 

Of what assets should it be composed? 

Should it include bonds? Should it have no bonds? 
Should it be made up entirely of bonds? 

Should it be composed partly of bondsand partly of other assets? 


These and other 


DON ae 
isat nt | similar questions are dis- 
cal All cussed in a brochure pre- 


RIL 
seca pared by our economist, 


mol Dr. Paul M. Atkins, en- 
ene a titled: Bank Secondary 
WN WL? Wi Reservesand Investments. 
Ws We Jy We shall be glad to send any 


bank a copy upon request. 


Ames, Emerich & Co., Inc. 


5 Nassau Street, New York 


Chicago Milwaukee St. Louis 
Philadelphia Los Angeles San Francisco 








INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By PAUL WILLARD GARRETT 
Financial Editor of the ‘““New York Evening Post” 


MARCH, 1930 


Stocks Will Reach Old Peaks Again 


BALL dropped from a high al- 
Ass will bounce when it hits 

bottom, not once, but several 
times, if it has within it the resilient 
forces of life. But each succeeding 
bounce after the first powerful rebound 
is smaller than the one before. 

Stocks are not rubber balls, but their 
behavior subsequent to the autumn 
drop in one way resembles and in an- 
other differs from the usual action of 
bouncing objects. The terrific fall from 
September 3 to November 13 in stocks 
brought its rebound. It brought its 
first and then its second bounce. But 
the second rebound has been more im- 
pressive than the first. Therein is the 
difference. 

Let us look back on what has hap- 
pened. Nearly four months have 
elapsed since stocks hit their bottom in 
the rich man’s panic of 1929. With 
what led up to the crash we are not for 
the moment concerned. It remains and 
perhaps always will remain the most 
unpleasant memory to the present gen- 
eration of market investors. Between 
September 3 and November 13 the Dow 
Jones industrial averages fell 48 per 
cent. In the extent and rapidity of the 
fall the decline outshone any panic in 
recorded history. But so much for that. 

What interests us most just now— 
for it bears on the investment markets 
generally and on 1930 business—is the 
stock market’s recovery since the panic. 
We have witnessed two rebounds. The 
first is strong. The second was 
stron We may dismiss the first 

now has been lost from sight in 
iter importance of the second. 


The first rebound from panic bottoms 
carried through to December 7. But 
after declining then for a time the mar- 
ket pushed on to levels higher sub- 
stantially than the early December 
peaks. 

Then let us view the post-panic re- 
covery as in reality one great rebound. 
How far has it gone? What are its im- 
plications? What does it mean for the 
market in investment securities? What 


does it mean for bond investors in par- 
What are the implications for 


ticular? 
business? 

By a coincidence the market's post- 
panic rebound ran for exactly three 
months before any 1930 resistance to 
the advance was felt. On November 
3 the panic bottom was touched. On 
February 13 this year the market hit its 
best 1930 level to date on the rebound. 
Between these two “thirteenth” and 
lucky dates—they were lucky for dif- 
ferent reasons—the market moved for- 
ward. 


INDUSTRIAL AVERAGES UP 74 POINTS IN 
NINETY DAYS 


Its moves at times were almost im- 
perceptible but the persistency of frac- 
tional or whole-point advances in those 
ninety days lifted the industrial aver- 
ages 74 points. Seventy-four points 
were never chalked up in a short time 
on the board with less excitement in 
market places. 

And yet see what this means. The 
September 3- November 13 crash had 
carried stocks down 183 points. The 
November 13 - February 13 rebound re- 
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stored to the market 74 of the 183 
points that had been lost. That is 40 
per cent. It means that the rebound 
has given the market back four points 
for every ten that the drop took away. 
So far at least as the Dow Jones in- 
dustrial averages convey the true story. 

Now before we examine the implica- 
tions of this impressive post-panic re- 
covery let us make some applications 
from past history. For there is nothing 
unusual about a recovery in the market 
after a panic. The rebound this time 
has indeed made it seem that stocks 
nowadays are made of a rubber more 
resilient in quality than ever, but there 
have been rebounds always. 


When stocks were hitting their panic 
bottoms last autumn, the country became 
disheartened. People always turn blue 


under the heavy atmospheric pressure. 


of major bear markets. They wonder 
whether the market ever will come 
back. They wonder whether the bear 
movement in stocks foreshadows perma- 
nently bad business. 


MARKET ALWAYS RECOVERS FULL LOSS 


But the market always does come 
back. Within a time far shorter than 
any conservative prophet would dare 
predict, the market always does recover 
its full loss. It does more. Once the 


Bonp Prices Hotp SussTanTIAL Gains Despite TipE OF New Issues 
Notwithstanding an almost peace-time record emission of new bond issues this year, 
prices have held firm. The downward drift in commodity prices and falling interest 

rates have tended to strengthen the market. position for bonds. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 


Harris, Forbes & Co., Ltd. 


Montreal 


old peaks have been restored it goes 
on higher. 

Within a year after bottom was 
struck in the rich man’s panic of 1903 
the market regained all that had been 
lost—and then kept on going up an- 
other full year. 

Within two years after the 1907 
ag stocks recovered all that had been 
ost. 

Within a year and a half after the 
1916-17 war crash stocks were back at 
their old highs. 

Within four years after bottom was 
reached in the collapsed 1919-20 post- 
war inflationary market stocks were 
setting new tops—and once back to its 
old high levels the market kept on 
going up for another four years without 
any serious setback. 

What the market has done in the 
past it need not necessarily do in the 
future. Yet in the absence of new 
forces permanently destructive to Amer- 
ican enterprise the market presumably 
will kecp on acting just as it has al- 
Ways a-ted. In time it will get back up 


Harris Trust and Savings Bank 
Bond Department 
Chicago 


Harris, Forbes & Co., Ltd. 


London 


to its high altitudes of early September, 
1929. And when there it will eventu- 
ally work its way into still higher and 
wholly unexplored altitudes. The rea- 
son is not that stocks deserved to be so 
high six months ago. The reason is 
that in time increased earning power 
for America’s blue-chip stocks will make 
them worth what they sold for then— 
and more. 

When stocks will again be back to 
their old peaks is a question that need 
not concern us. Good talent can be 
found to support the views both that 
the return will be speedy and that it 
will be slow. All that need concern us 
now is the implication for 1930 of the 
creeping bull market that has been in 
progress since November. 13. 


MEANING TO BOND MARKET 


First let us see what it means to the 
investment market in bonds. Strangely 
enough some otherwise intelligent peo- 
ple seem to think that stocks and bonds 
normally move in opposite directions. 


365 





The Manhattan 
Company Building 


Securing an Attractive 
6% Investment 


AGIANT among giants, The 
Manhattan Company Building 
towers high above the downtown 
New York skyl'nz, on? hundred and 
twenty feet higher than the Wool- 
worth Tower. 

Strategically located in the heart 
of the Wall Street financial district 
this 70 story building will 
be one of the outstanding 
commercial structures of 
the world. It is 925 feet 
high and contains 63 stories 
of office space, seven addi- 
tional pent house floors 
and two basements. Its 
tenants will include many 
of America’s oldest and 
most distinguished bank- 
ing, investment and law 
firms. 


MARGIN OF SAFETY 


Actual photograph of New York's financia 


district, showing predominant position of 
The Manhattan Company Building 
Starrett Built — Starrett Owned 


Forty Wall Street Corporation, 
owner of The Manhattan Company 
Building, First Mortgage Fee and 
Leasehold 6% Sinking Fund Gold 
Bonds afford a most attractive in- 
vestment opportunity. The value of 
the completed property, including 
fee, leaseholds and building, has 
been independently ap- 
praised at $22,000,000. On 
the basis of this valuation, 
these Bonds will repre- 
sent less than a 57% loan. 


This wide margin of 
safety will be increased still 
further through the opera- 
tion of a quarterly Sinking 
Fund, beginning Novem- 
ber Ist, 1930, sufficient to 
retire all of these Bonds 
at or before maturity. 


Gross annual rentals from leases and contracts for leases already signed 
are more than sufficient to cover estimated annual operating expenses, 
maintenance, insurance and real estate taxes, average annual ground 
rent and maximum annual interest requirements on these Bonds. 


Write for special booklet 


G.L.OHRSTROM & Co. 


INCORPORATED 


Forty-Four Wall Street, New York 


Please send me copy of your special Booklet 
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Post-PaAnic Stock Risz Restores Four IN TEN Points Lost 
Roughly 40 per cent. of the September 3-November 13 drop in stock prices was 


recovered in the advance of the succeeding three months. 


From the above chart it 


will be seen that recovery in the utilities has been most rapid, that in industrials next 


and that in railroad shares least. 


The latter, of course, had suffered the smallest 


decline of the three groups. 


In a period of declining bond prices 
from 1902 to 1920 they saw stocks 


mount in value. In the last two years 
—or, to be more specific, from early 
1928 to October, 1929—they witnessed 
a falling level of bond prices again 
simultaneous with a rapidly rising mar- 
ket for stocks. 

So they believe that we cannot hope 
to see bonds move up in price with 
stocks. To them the post-panic re- 
covery in stocks is but another way of 
saying ‘at the market in bonds is once 
more med. 

But Joes that follow? Bonds fell 
steadi': from 1902 to 1920, not for the 


reason that stocks were rising during a 
good part of that period. It is true 
that to an extent the forces then mak- 
ing for higher stock prices were operat- 
ing against bonds, but it does not al- 
ways work out that way. Bonds were 
driven down in the first twenty years 
of the current century by a movement 
adverse to them in two _ underlying 
trends that always govern the long 
swings in bonds—commodity prices and 
interest rates. Bonds could not main- 
tain their levels in that period against 
the pressure of rising commodity prices 
and rising interest rates. 

Then what about the brief period 
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Every investment account, whether made up entirely of 
fixed interest-bearing securities or including a proportion 
of equity issues, should have a foundation of high-grade 
bonds. Government, State, Municipal and the best Cor- 
poration bonds are the recognized media for the conserva- 
tion of capital, and are just as suitable investments for 
individuals as for savings banks, insurance companies and 
other institutions. 
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from early 1928 to October, 1929, 
when bonds once more were falling as 
stocks rose? The explanation is even 
more simple. A temporary reversal in 
interest rates as funds were absorbed 
in speculative channels finally created 
an abnormal condition. Funds were 
diverted from bond portfolios in the 
alluring chase for quick profits. It was 
a special and an artificial condition. 


AN EQUAL POSSIBILITY 


But it is equally possible for bonds 
to improve in value along with stocks. 
They did so in the period from 1920 
to 1928. Indeed, after twenty years of 
decline, bonds eight years ago seemed 
to chinge their course. The major 
swing reversed itself. Bonds started 
upwar!. We may in future years look 
back =.» the 1928-29 decline in bonds 
aS a ‘ porary setback in a major for- 
war’ ovement for these descriptions. 

Th. post-panic advance in stocks does 
not ind the bond market's death 


knell. Not in years has the consump- 
tion of new bond issues been so great 
in this country as during this very 
period of advancing stock prices. A 
gently rising stock market does not in 
itself but a wildly skyrocketing stock 
market does depress bonds. The one 
inspires confidence in the general in- 
vestment position of securities. The 
other creates an artificial demand for 
money at anyj price and tempts or com- 
pels investors to liquidate bonds. So 
the recent advance of the stock market 
is not of the character threatening dan- 
ger to bonds. } 

On the other hand we are witnessing 
the operation of forces definitely stimu- 
lating to bond values in the prevailing 
downward trend in commodity prices 
and the world-wide decline in money 
rates, 

BULLISH IMPLICATION FOR BUSINESS 

We cannot overlook the bullish im- 
plication for business that is carried in 
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Your CUSTOMERS 
WILL APPRECIATE 
THIS SERVICE 


FEW radio programs are so genu- 
inely helpful to listeners as that 
broadcast every Wednesday evening, 
by Halsey, Stuart & Co.—featuring the 
Old Counsellor’s discussions of invest- 
ment topics, supplemented by a dis- 
tinguished symphony orchestra. 

Those of your customers who may not 
now be familiar with the program will 
appreciate your thoughtfulness in pro- 
viding the display pictured above 
which makes available reprints of the 
talks as they are given weekly. To reg- 
ular listeners this announcement is a 
simple and effective means of identify- 
ing your institution with this nation- 
wide service to investors. 

The handsome and dignified dis- 
play is designed especially to harmo- 
nize with bank surroundings. The card 
is fitted into an artistically decorated, 
substantial wooden frame. !t is made 
to stand on a counter or to hang on 
the wall and is obtainable with or 
without the wings, depending upon 
whether reprints of current talks are 
desired for distribution. 

Write us, if you would like one of 
these displays. It is supplied without cost 
and places you under no obligation. 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle Street 
NEW YORK, 35 Wall Street 
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the stock market’s persistent advance 
over the last three months. It begins to 
seem reasonably sure not only that the 
bottom of the current recession in busi- 
ness has been reached but that we have 
pulled up a good way from the bottom 
of the valley already. 

That is what the figures show. Six 
menths of recession in 1929 carried us 
down rapidly. By December we were 
down to the bottom of the 1927 re 
cession. It was the first time in two 
years that we had seen anything like a 
sub-normal level in the volume of in- 
dustrial activity. We measure those 
things by index numbers. Standard 
Statistics Company’s index in December 
got down to 108. 

But it came up sharply in January. 
It rose to 117. The improvement was 
sweeping. Of course it was the first 
rebound from a severe drop to an ab 
normally low level. We must reserve 
our final generalizations until we have 
watched the performance for another 
two or three months. 

Still it is interesting that the January 
rebound in the business index resulted 
from a broad improvement over De- 
cember. 

Here is what the groups show. Steel 
production in January rose to 106.6 
from a December level of 87.2. Lead 
to 124.2 from 113.6. Petroleum to 190 
from 184.2. Electrical power to 197.5 
from 189.6. Automobiles to 167.2 
from 95.2. Cotton to 103.7. from 94.1. 
Wool to 86.4 from 82.9. Silk to 197.8 
from 175.9. Boots and shoes to 108.8 
from 91.0. 
BREADTH OF IMPROVEMENT APPARENT 

What must be apparent is the 
breadth of the improvement. Most of 
the industries have shared in the rise. 
The pick-up in industrial production re- 
flects no extraordinary gain of one or 
two leading industries but a far-flung 
rebound from the December recession 
levels. 

Now it need scarcely be added that 
whereas January production volume 
was impressive indeed when contrasted 
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with that for the month before industry 
has not yet recovered to the levels of 
January a year ago. Yet there are al- The 
ways exceptions. The showing even in American Founders | 
January, 1930, was substantially better ws 
in bituminous coal, lead, petroleum, Group 
electric power, silk and boots and shoes 
than it was a year ago. includes 

The November 13- February 13 ad- 
vance in stocks reflected the market's American Founders 
belief that business this year would be 
good. Not necessarily that it would be 
better than 1929, but better than 1927. 
In turn the confidence of business men 
over the country has been bolstered by 
this rise in stocks. For it does not tell 
the whole story to state that the market 
moves with the business trend. It is not 
enough to say that the market looks at United States & British 
business. Business likewise keeps an a 
eye on the stock market. Each in a cer- International Company, Ltd. 
— takes its inspiration from the pe 

Up to February 13 the market was Securities Corporation 
willing to discount improving condi- | 
tions. Then it went into a resting Consolidated Resources $200,000,000 
zone. Apparently the stock market is 
content to drift around its present levels 
until it gets some new signs in business. 
These it will have shortly. The season pect in the 1930 business curve. Mean- 
is here when we may expect to see more time the overwhelming preponderance 
tangible indications from the motor and of cash buying in stocks over the last 
building industries on the extent of im- four months gives the market its strong: 
provement that we may reasonably ex- est technical position in years. 
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HEN stocks were hitting their panic bottoms last 
autumn the country became disheartened. People 
always turn blue under the heavy atmospheric pressure of 
heavy bear markets. They wonder whether the market 
ever will come back. They wonder whether the bear move- 
ment in stocks foreshadows permanently bad business. 
But the market always does come back. Within a time 
far shorter than any conservative prophet would dare pre- 
dict the market always does recover its full loss. It does 


more. Once the old peaks have been restored it goes on 
higher. — Paul Willard Garrett. 
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AT A DISTANCE YOUR CHECK OVERSHADOWS 
YOUR BUILDING—At home your building is 
evidence of your standing as a bank . 

butata distance your depositors’ checks may 


be all people have to judge by. 
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Checks made on La 

Monte National Safety 

Paper are faithful reflections 

of the dignity and strength of your 

institution. Their rich handsome appear- 

ance creates an immediate impression of 

stability, of resources. La Monte checks are the 

kind your customers like to carry and like to sign. 

Besides, this fine check paper offers a splendid 

opportunity for a display of private marks or em- 

blems. More than 60% of the nation’s progressive 

banks have chosen La Monte . . . the standard of 

—_— ats ee « all check papers. People in- 
; “kee =M.O- N. mG = stantly identify it everywhere 
Na t 1 o N K _ aed Sar @ oer by its distinctive wavy lines. 
eee ’ George La Monte & Son, 
61 Broadway, New York City. 


FREE — An unusual sample book of checks, (C-3) made on La Monte National Safety Paper. 
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Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


BANK LIABLE IN PAYING 
CHECKS ON FORGED 
INDORSEMENTS 


Nationa} Surety Company v. President 
and Directors of Manhattan Com- 
pany, Court of Appeals of 
New York, 169 N. E. 

Rep. 372 


N this case a clerk in the employ 
| of a bank depositor forged the in- 
dorsements of the payees in checks 
drawn by the depositor, placed his own 
indorsement thereon, deposited the 
checks in his own bank, which collected 
them from the drawee bank. This 
went on for a number of years before 
it was discovered by the depositor. In 
the meantime the depositor signed each 
month, at the request of the bank, a 
receipt to the effect that the statement 
rendered by the bank was correct. It 
was held that this fact did not preclude 
the depositor from holding the bank 
liable, the reason being that, at the time 
of signing the statements, the depositor 
was ignorant of the forgeries. 
It was further held in this case that 
a depositor was under no duty to ex- 
amine paid checks returned to him by 
his bank for forged indorsements, even 
though such examination would have 
disclosed the fact that one of its em- 
ployes had been forging the indorse- 
ments of payees on a number of checks. 
It appeared in this case that, after 
the depositor discovered the forgeries, 
there was a delay of nine months in re- 
porting that fact to the drawee bank. 
The court held that this constituted 
neglivence; but it further held that this 
did ot deprive the depositor of the 
right to recover against the bank be- 
cause it did not appear that the drawee 


bank was injured as a result of the de- 
lay. The drawee sustained no injury 
in this case because it appeared that 
the drawee had a right to recover the 
amount of the checks from the bank in 
which the forger deposited them and 
which, by indorsing the checks, guar- 
anteed their genuineness to the drawee 
bank. The facts will be found stated 
more at length in the portion of the 
court’s opinion given below. 

Action by the National Surety Com- 
pany against the president and directors 
of the Manhattan Company and an- 
other. From a judgment of the Ap- 
pellate Division of the Supreme Court, 
First Judicial Department (225 App. 
Div. 849, 232 N. Y. S. 827), affirming 
a judgment of Trial Term (133 Misc. 
Rep. 48, 231 N. Y. S. 389), dismissing 
complaint on the merits after jury trial, 
both plaintiff and defendants named 
appeal. Reversed and rendered. 


Opinion of the Court (in part) 


KELLOGG, J.—This action was 
brought by the National Surety Com- 
pany, as assignee of Tucker, Anthony 
& Co., to recover from the defendant, 
president and directors of the Man- 
hattan Company, a banking corporation 
with which Tucker, Anthony & Co. 
maintained an account, the sum of 
$14,682.59, with interest. That sum 
had been debited to the account of the 
depositor, Tucker, Anthony & Co., be- 
cause of payments made by the de- 
fendant, the Manhattan Bank upon 
checks drawn by the depositor in favor 
of certain payees, whose apparent in- 
dorsements on the checks had been 
forged. 

Tucker, Anthony & Co. was a firm 
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of stock brokers. It had in its employ, 
from the year 1918 to the year 1924, 
a bookkeeper named Gyory. This clerk 
had charge of books which recorded the 
accounts of customers of the firm, whose 
names began with letters of the alphabet 
between the letters A and L. In Jan- 
uary, 1921, Gyory entered upon a 
course of dealing which involved the 
manipulation of these accounts and the 
forging of the names of depositors to 
checks drawn by the firm to their order. 
This was his practice: He would first 
enter false credits in depositors’ ac- 
counts under his control. He would 
then notify the appropriate officer of 
the company that these depositors de- 
sired checks for amounts identical with 
the amounts falsely credited. He would 
obtain checks to be written and signed 
for the sums named, payable to the or- 
der of the depositors, and would re- 
ceive the same ostensibly for the pur- 
pose of making delivery to them. In- 


stead of making delivery, Gyory would 
forge the names of the payees, place 
his own indorsements on the checks, 
and deposit them in his bank of deposit, 


the Bank of America, for credit to his 
own account. 

Between January 18, 1921, and June 
19, 1923, Gyory, by this method, ob- 
tained possession of thirty-nine checks, 
drawn by his firm to the order of 
twenty different customers, and, forging 
their indorsements thereto, deposited 
the same to his credit in the Bank of 
America. The Bank of ‘America, guar- 
anteeing the indorsements, presented 
these checks to the defendant Man- 
hattan Bank, and obtained payment 
thereof. The amounts paid were 
charged by the Manhattan Bank to 
Tucker, Anthony & Co. Discovery 
of the forgeries was not made by that 
firm until January, 1924. Thereafter 
the firm assigned to the plaintiff its 
cause of action against the defendant 
bank to recover the sum of $14,682.59, 
the azgregate of the amounts so charged. 

The defendant Manhattan Bank does 
not ispute that, in proving these facts, 
the olaintiff made a prima facie case 
of | ility, on the part of the bank, for 





the recovery of the amounts charged 
against the depositor. It has defended 
on the grounds: (1) That an account 
stated between the bank and its de- 
positor bars a recovery; (2) that the 
depositor’s negligence estops it from 
making the claim; and (3) that the de- 
positor’s negligence caused damage to 
the defendant bank. 

The account stated between the 
parties: At the close of each month, 
from January, 1921, to June, 1923, the 
Manhattan Bank returned to its de- 
positor, Tucker, Anthony & Co., all 
the checks drawn by that firm which 
had been presented and paid by it dur- 
ing the month. This was accompanied 
by a statement of account showing the 
amounts deposited and the checks paid. 
At the request of the bank, Tucker, 
Anthony & Co. each month returned to 
it a writing acknowledging the receipt 
of the vouchers and statement and the 
correctness of the statement. In Harley 
v. Eleventh Ward Bank, 76 N. Y. 618, 
it was held that an account rendered 
by a banker to a depositor, and ac- 
quiescence therein by the depositor, with 
full knowledge of the facts, made out 
an account stated which was conclu- 
sive. The same principle was under dis- 
cussion in Shipman v. Bank of State of 
New York, 126 N. Y. 318, 27 N. E. 371, 
373, 12 L. R. A. 791, 22 Am. St. Rep. 
821. It was there said, however: “The 
statement of the account made by the 
defendant to the plaintiffs, from time to 
time, the balancing of the bank pass- 
book, and the return of the same to 
the plaintiffs with the vouchers, in- 
cluding, as they did, the checks in con- 
troversy, with the forged indorsements 
thereon, constitute no obstacle to the 
maintenance of this action by the plain- 
tiffs, as they were ignorant of the facts 
and circumstances under which the 
checks were issued and put in circula- 
tion.” 

In McIntire v. National Nassau Bank 
of New York, 215 'N. Y, 662, 109 N. 
E. 1083, a depositor had signed a state- 
ment acknowledging the correctness of 
an account, which debited to the plain- 
tiff a check to which the name of the 
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plaintiff as maker had been forged. It 
was held that the plaintiff might have 
a recovery for the amount of the check 
which had been improperly charged 
against his account. When the state- 
ments, itemizing the accounts for the 
months between January, 1921, and 
June, 1923, were rendered to Tucker, 
Anthony & Co., it was ignorant of the 
fact that checks, upon which the names 
of the payees had been forged, were in- 
cuded therein. Consequently, the de- 
fense of account stated cannot prevail. 

The depositor’s negligence: It is 
urged that the depositor, Tucker, An- 
thony & Co., was negligent in not mak- 
ing prompt discovery of the forged in- 
dorsement upon its check of January 
18, 1921, immediately upon the return 
by the defendant bank of the canceled 
vouchers for January and the render- 
ing of its statement of account for that 
mont. The clerk, Gyory, who forged 
the indorsement, although possessed of 
no assets, was then indebted to his em- 
ployer in the sum of $26,000. In plac- 


ing a forged indorsement of the payee’s 


name upon the back of the January 
check, as well as in making all forged 
indorsements upon subsequent checks, 
Gyory made no attempt to simulate the 
handwriting of the payee. Jn the in- 
stance of every check forged by him he 
placed his own indorsement beneath the 
forged indorsement. Clearly, if Tucker, 
Anthony & Co. had on some occasion, 
either upon the receipt of the bank's 
statement for January or upon the re- 
ceipt of some subsequent monthly state- 
ment, examined the indorsements on the 
returned checks, its suspicions would 
have been aroused. If it had then ex- 
amined the accounts kept by Gyory, the 
falsity of the entries made would have 
been detected, and the story of the 
forgeries would have been revealed. 
The difficulty is that no duty rested 
upon the depositor, upon the return of 
its vouchers by the bank of deposit, to 
exan.ine the indorsements upon the 
chec's in order to discover whether the 
sign. ures indorsed were genuine. 
We 1 v. German American Bank, 73 
N. 424, 29 Am. Rep. 175; Ship- 
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man v. Bank of State of New York, 
supra. In Welsh v. German American 
Bank, supra, the decision is correctly 
expressed in the headnote, as follows: 
“A depositor owes no duty to a bank 
requiring him to examine his passbook 
or returned checks, with a view to the 
detection of forgeries in the indorse- 
ments; he has a right to assume that the 
bank before paying his checks will as- 
certain the genuineness of the indorse- 
ments.” 

In the respect charged, therefore, the 
conduct of Tucker, Anthony & Co. 
was in no wise negligent. It is also 
urged that Tucker, Anthony & Co. 
was guilty of negligence in not giving 
prompt notice to the Manhattan Bank 
of its discovery of the forgeries. As the 
record stands, discovery was made in 
January, 1924; the forgeries were not 
reported to the bank until October, 
1924. We agree that the conduct of 
the depositor, in this respect, was 
negligent. 

When a depositor fails to warn his 
bank of forgeries committed, after dis- 
covery thereof should have been made 
by him, his neglect is a primary cause 
contributing to the loss incurred by the 
bank, when it pays out moreys upon 
checks similarly forged which are sub- 
sequently presented. A cause of ac- 
tion, to recover damages from the de- 
positor, for the original wrong thus 
done, accrues to the bank immediately 
upon its payment of the fraudulent 
checks. We are not disposed to think 
that the fact that the bank of deposit 
has a secondary remedy, against a bank 
presenting the checks and obtaining 
their payment, upon a guaranty written 
subsequently to the commission of the 
primary wrong, ought to defeat the 
cause of action and acquit the wrong- 
doer of liability for the tort, originally 
contributing to the loss. On the other 
hand, the depositor’s failure to give 
prompt notice of discovered forgeries, 
as to checks paid prior to the discovery, 
self-evidently is not the cause of the 
damage done the bank by their pay- 
ment. There the default may have oc- 
casioned, not the loss of the moneys, 
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but an impairment of the remedy to 
procure restitution from the forger of 
the amounts paid. This wrong is com- 
mitted subsequently to the perpetration 
of the forgeries, to the writing of the 
guaranties, and to the incurrence of 
loss through payment of the checks. At 
the moment of the commission of the 
wrong, the bank is already possessed of 
two causes of action to secure it 
against loss arising from the payments 
made. One is the slender reed of a 
cause of action against the forger to 
procure restitution; the other an all- 
sufficient remedy against a responsible 
bank upon its express guaranty of the 
genuineness of the writings. The fail- 
ure of the depositor may have impaired 
the bank’s remedy against the forger; 
it can in no way have impaired or in 
the Icast affected its remedy against the 
guarantor. Ia such case, since the bank 
of deposit has not paid out moneys 
through a fault of the depositor, since 
it retains, unimpaired by any neglect 
of the depositor, an ample remedy, to 
obtain full reimbursement for the pay- 
ments made, since, for these reasons, 
the bank has suffered no damage from 
the depositor’s neglect, therefore, the 
bank has no cause of action against the 
depositor, with which it may offset the 
damage incurred by him through its 
unauthorized act in making the pay- 
ments. To this extent the dicta of the 
Critten Case should receive application. 

In our case, since the defendant the 
Manhattan Bank has a remedy over 
against its guarantor, the Bank of 
America, whereby it will be reimbursed 
for all the moneys which it has paid 
out upon the forged indorsements, we 
think it cannot justly maintain that it 
has been injured by the negligence of 
its depositor in delaying to report the 
forgeries after actual discovery thereof. 
Therefore the plaintiff should have a re- 
covery full for the unauthorized 
payments 

The jidgments should be reversed 
‘nd jud:ment directed for the plain- 
tif in ("1 for its claim, with interest 
and cos's in all the courts. 
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BANK PERMITTED TO RECOVER 
ON CERTIFICATE OF 
DEPOSIT 


Fidelity State & Savings Bank v. Farra- 
ers’ State Bank of Aliceville, Su- 
preme Court of Kansas, 281 
Pac. Rep. 854 


Where a bank purchases a certificate 
of deposit from the holder without 
knowledge that any fraud or misrepre- 
sentation was used in procuring it from 
the issuing bank (if such was the case) 
it will be entitled to enforce the cer- 
tificate against the issuing bank. 

Action by the Fidelity State & Sav- 
ings Bank against the Farmers’ State 
Bank of Aliceville. Judgment for 
plaintiff, and defendant appeals. Af- 
firmed. 


Opinion of the Court 


HOPKINS, J.—The action was one 
to recover on a certificate of deposit is- 
sued by the Farmers’ State Bank of 
Aliceville. The defense was that the 
instrument had been procured by fraud 
and misrepresentation, of which the 
plaintiff had notice; also that the cer- 
tificate was indorsed without authority. 
The burden of proof was on the de- 
fendant. At the conclusion of its testi- 
mony the court directed a verdict for 
the plaintiff, and the defendant appeals. 

The facts were substantially these. 
The plaintiff was a state bank doing 
business at Emporia. W. W. Finney 
was its president. The defendant was 
a state bank doing business at Alice- 
ville, in Coffey County. G. W. Berry 
was its cashier and managing officer. 
The certificate of deposit in question 
was issued by the Aliceville bank to the 
Four Counties Newspaper, and was 
negotiated to the Farmers’ State Bank 
of Neosho Falls, and by it to the plain- 
tiff. W. W. Finney was also president 
of the Neosho Falls bank, and his son 
Ronald was the cashier. The Four 
Counties Newspaper began operation in 
May, 1927, as a weekly. W. C. 
Champe became its editor. At the out- 
set the printing was done at the plant 
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of Chas. F. Scott, of Iola. Later a press 
costing $6,700 was purchased, and the 
paper was printed by W. P. Hatten at 
his plant at Neosho Falls. Ronald 
Finney, cashier of the Farmers’ State 
Bank of Neosho Falls, was interested. 

Application for a charter for the 
Four Counties Paper Publishing & 
Printing Company was granted August 
2, 1927. A short time before this (in 
June) one P. G. Bodley was employed 
to sell stock in the newspaper company 
on a commission. Bodley and Berry, 
cashier of the defendant bank, agreed 
that Berry should furnish a list of 
prospects to whom stock might be sold, 
and to purchase from Bodley any notes 
taken in payment of stock in the paper 
company at a 5 per cent. discount, pro- 
vided Berry approved the notes, and 
issue certificates of deposit therefor, 
which should not be presented for pay- 
ment until the note for which a cer- 
tificate of deposit had been issued was 
paid. In the process of their dealing 
a note signed by one Hogeboode was 
given, for which the certificate of de- 
posit in question was issued. 

The defendant contends that all the 
notes so handled were worthless; that 
all, including the Hogeboode note, were 
in one or the other of the two banks in 
which the Finneys were interested, and 
because of their being worthless the 
banks desired to get rid of them. The 
question presented is whether there was 
any substantial evidence, bringing home 
to the plaintiff bank or its officers 
knowledge of infirmities in the Hoge- 
boode note, or that the certificate of 
deposit issued in exchange therefor was 
procured from the defendant by mis- 
representation or fraud. 

There was evidence that Bodley sold 
stock for which he took notes; that he 
sold the notes to Berry, taking cer- 
tificat.s of deposit, less the 5 per cent. 
discou.it, in payment therefor; that he 
had a .onversation with Ronald Finney, 
cashi. ‘of the Neosho Falls bank, and 
W. \\” Finney, president of the Em- 
port: nk, in July, 1927, in which he 
told m of his arrangement with 
Berr iat at that time there was in 
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the Neosho Falls bank a note for $1700, 
signed by one D. L. Henry, and an- 
other note for $2250, signed by Wil- 
liam Ward, in the Emporia bank, which 
the two banks desired to dispose of. 
Bodley thought that he could procure 
from Berry certificates of deposit in ex- 
change for the Ward and Henry notes, 
providing Berry was given a statement 
that the certificates of deposit would not 
be cashed until these two notes were 
paid. Bodley testified that W. W. 
Finney said that was agreeable to them, 
and that he would stand back of these 
two notes. Bodley later sold these two 
notes, together with other notes, to 
Berry, by taking certificates of deposit 
in payment therefor. But it appears 
that the certificate of deposit involved 
in this action was given for the note 
signed by Hogeboode, which was never 
in either of the banks, and concerning 
which it appears Bodley had had no 
conversation with W. W. Finney, the 
president, or with any other officer of 
the plaintiff bank. 

We think the evidence is clear that 
the Henry and Ward notes were the 
only two discussed with W. W. Finney 
or any other officer of the plaintiff 
bank; that the certificate of deposit in- 
volved here was not given for either, 
but was given for the Hogeboode note; 
that the Hogeboode note was never 
owned or held by either the Neosho 
Falls bank or the Emporia bank; that 
neither Ronald Finney, nor W. W. 
Finney, nor any officer of either the 
Neosho Falls bank or the Emporia bank, 
ever discussed with Berry, the cashier 
of the defendant bank, either the Hoge- 
boode note, for which the certificate of 
deposit in this action was issued, the 
Henry note, the Ward note, or any 
other note. 

There was no evidence that W. W. 
Finney, or any other officer of the 
plaintiff bank, had any knowledge that 
Bodley had given the defendant bank 
any statement concerning the Hoge- 
boode note, and without some sub- 
stantial evidence that the plaintiff or 
its officers had knowledge of the al- 
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leged fraud or misrepresentation as set 

out above, the plaintiff was not liable. 
Other questions argued in the briefs 

are encompassed in what has already 

been said; and need no discussion. 
The judgment is affirmed. 


NOTE DESIGNATING SEVERAL 
PLACES OF PAYMENT 
NEGOTIABLE 


Roux v. Morey, Supreme Judicial Court 
of Maine, 148 Atl. Rep. 406 


A note payable “at any bank or in 
my property,” “in my property” being 
construed to mean “at my house or 
place of business,” is negotiable. 

Action by Marie Roux against Frank 
A. Morey and others, executors of 
Robain Arsenault. Verdict for de- 
fendants, and plaintiff brings the case 
forward on general motion. Motion 
overruled. 


Opinion of the Court 


DEASY, C. J.—<Action for money 
had and received, brought by Marie 
382 


Roux against the executors of Robain 
Arsenault. 

The plaintiff was Robian Arsenault’s 
housekeeper. She was reputed to be 
his wife, and was generally known as 
Mrs. Arsenault. She brings this suit, 
however, as Marie Roux, not claiming 
to have been the wife of the testator. 

Robian Arsenault’s estate is being 
settled as an insolvent estate. One of 
the claims presented was a note fot 
$75,000 payable to the plaintiff Marie 
Roux. The claim was disallowed by 
the commissioners. The plaintiff claimed 
an appeal, and, as authorized by statute, 
perfected her appeal by this action for 
money had and received. 

The defendant pleaded the general 
issue and (by brief statement) want of 
delivery and want of consideration. 

The jury’s verdict was for the de 
fendant. The plaintiff brings the case 
forward on general motion. 

The note is written upon a blank 
form filled in with pencil, except that 
the signature is written in ink. This is 
the form: 
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$75,000 Auburn, Main, Sept. 22, 1922 
“On demand after date I promise to 
pay to the order of Marie Roux Seventy- 
five thousand dollars at any bank in 
Maine or in my property. Value re- 
ceived 
“Robain Arsenault.” 


Whether or not this note is negotiable 


is a sharply contested issue. If it lacks 
negotiability, it is by reason of the 
words “or in my property.” If these 
words relate to the medium of payment 
the note is nonnegotiable, because the 
Negotiable Instruments Law, § 1 (Laws 
1917, c. 257), provides that such a note 
must be payable “in money.” 

But the plaintiff contends that the 
words relate, not to the medium, but to 
the place of payment. The note, she 
says, is payable at any bank or “in my 
property”; i. e., at my house or place 
of business. If the latter is the true 
construction, the note is still negotiable. 
A note is negotiable though payable at 
a plac e certain or several places; the 


option of presenting at one or another 
place being with the holder. 

But the decision of this case does not 
depend upon the negotiability or non- 
negotiability of the note. In either 
event the plaintiff has sustained prima 
facie the general burden of proof rest- 
ing upon her. If the instrument is 
negotiable, this is by reason of the ex- 
press terms of the Negotiable Instru- 
ments Law (cited as N. I. L.), Laws 
of 1917, c. 257. “Where the instru- 
ment is no longer in the possession of 
a party whose signature appears thereon, 
a valid and intentional delivery by him 
is presumed until the contrary is 
proved.” Section 16. 

But the plaintiff had possession of 
the note and introduced it in evidence. 
This, independently of statute, raises a 
prima facie presumption of delivery. 

As to the defense of want of con- 
sideration, the N. I. L. § 24, provides 
that “every negotiable instrument is 
deemed prima facie to have been issued 
for a valuable consideration.” This is 
true whether the instrument contains 
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CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


an acknowledgment of receipt of con- 
sideration or not. 

In an unnegotiable note, the words 
“value received” as employed in the 
note in suit are tantamount to an ad- 
mission by the maker of the note that 
a consideration has been received, and 
this admission is prima facie sufficient 
to sustain the plaintiff's burden of proof. 

“The words ‘value received’ are 
equivalent to proving an admission by 
{the maker} in his lifetime that there 
was an original consideration for the 
notes.” Palmer v. Blanchard, 113 Me. 
385, 94 A. 220, 223, Ann. Cas. 1917A, 
809; Noyes v. Smith (Me.) 5 A. 530. 

For authorities definitely applying this 
rule to unnegotiable notes, see Owens 
v. Blackburn, 161 App. Div. 827, 146 
N. Y. S. 966; Hunt v. Eure, 188 N. C. 
716, 125 S. E: 484. 

It follows that the introduction of 
the note by the plaintiff prima facie 
sustained the burden, and that it was 
unnecessary for her, in the first in- 
stance, to produce further evidence of 
delivery or consideration. 
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OVER $66,000,000 


But the defendants offered the testi- 
mony of Arthur S. Tucker, one of the 
appraisers, who at the time of making 
the appraisal, having been requested to 
do so by one of the executors, ques 
tioned the plaintiff about the note. “I 
asked her “Have you got a $75,000 
note?’ I says, ‘It has been reported so,’ 
and she says ‘No’—No,’ she says, 
‘that don’t amount to nothing.’ ” 

This admission by the plaintiff was 
neither denied nor explained, and, not- 
withstanding the mere prima facie pre- 
sumption, justified the jury in finding 
either want of delivery or want of con- 
sideration, and in agreeing with the 
plaintiff that the note amounts to noth 
ing. 

There was evidence from which the 
jury might have found that legitimate 
service rendered by the plaintiff was 
the inadequate but yet sufficient con: 
sideration for the note. The jury ap 
parently did not so find, and was not 
bound to. The verdict is not mani 
festly erroneous. 

Motion overruled. 
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PRESIDENT LIABLE FOR MISREP- 
RESENTATION AS TO 
BANK’S SOLVENCY 


Hinson v. Drummond, Supreme Court 
of Florida, 123 So. Rep. 913 


The president of a bank is supposed 
to know whether or not his bank is 
solvent. If he represents that the bank 
is solvent for the purpose of inducing 
a depositor to permit his deposit to re- 
main in the bank and to make further 
deposits, he will be liable to the de- 
positor for a loss resulting from the 
failure of the bank. 


Opinion of the Court 


In this case the plaintiff, defendant 
in error here, sued the defendant, plain- 
tif in error here, in an action in the 
circuit court wherein he alleged that he 
had been damaged by the deceit and 
Mmisrepresentations of the defendant 
with reference to the condition of a 
bank of which the defendant in the 
court helow was a member of the board 
of dircctors and president. 


It is alleged that the defendant was 
president and director of the bank, and 
to persuade and procure the plaintiff 
to leave money belonging to plaintiff on 
deposit in the bank represented to the 
plaintiff on a certain day in July, 1926, 
that said bank was in sound condition 
and was solvent, when in truth and in 
fact said bank was at that time in- 
solvent, and was not in a sound con- 
dition. 

One count of the declaration alleges 
that the true condition of the insol- 
vency of the bank was known to the 
defendant, or that he should have 
known it. 

The second count does not make this 
averment, but does aver that the de- 
fendant was a director of and president 
of the said bank. Both counts allege 
that the representations were made to 
the plaintiff by the defendant for the 
purpose of inducing plaintiff to permit 
a large deposit of money to remain in 
the bank, and to make further deposits 
of money in the bank, and that the 
plaintiff, relying upon the statements 
and representations, and believing same 
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to be true, deposited large sums of 
money in the bank; that the bank was 
subsequently closed, and the plaintiff 
lost his money. 

The proof amply supports the al- 
legations of the declaration. We have 
carefully considered the charges given 
by the court, and, when taken as a 
whole, we find no reversible error. In 
Watson v. Jones, 41 Fla. 241, 25 So. 
678, this court say: 

“Wherever a party makes a false 
representation of a material fact to a 
person ignorant thereof, with intention 
that it shall be acted upon, followed by 
reliance upon and by action thereon, 
amounting to a substantial change of 
position, and the special situation or 
means of knowledge of the party mak- 
ing the statement were such that it was 
his duty to know as to the truth or 
falsity of the representation, such party 
is in law guilty of fraud as much so as 
if he actually knew that his statement 
was false, and an action for deceit 
based thereon is not, under our statute 
(Rev. St. § 1924), barred until three 
years from ‘the discovery by the ag- 
grieved party of the facts constituting 
the fraud.’ ” 

And further in the same opinion the 
court say: 

“Averments in a declaration for de- 
ceit, to the effect that defendant well 
knew his statements to be untrue, and 
that his special situation or means of 
knowledge were such as made it his 
duty to know whether his repzesenta- 
tions were true or false, are but dif- 
ferent methods of alleging the same 
ultimate fact—knowledge—and a dec- 
laration containing both averments is 
not bad for duplicity, nor can it be 
said to be so framed as to prejudice or 
embarrass the defendant in preparing 
his defense.” 

In Wheeler v. Baars, 33 Fla. 696, 
15 So. 584, the court say: 
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“A false representation of a material 
fact, made with knowledge of its falsity, 
to a person ignorant thereof, with in- 
tention that it shall be acted upon, fol- 
lowed by reliance upon and by action 
thereon amounting to substantial cha ige 
of position, is a fraud of which the law 
will take cognizance.” 

And ‘further in this opinion the court 
say: 
“The knowledge, by the maker of the 
representation of its falsity, or, in 
technical phrase, the scienter, can be 
established by either one of the three 
following phases of proof: (1) That the 
representation was made with actual 
knowledge of its falsity; (2) without 
knowledge either of its truth or falsity; 
(3) under circumstances in which the 
person making it ought to have known, 
if he did not know, of its falsity. Un- 
der the first phase, the proof must show 
actual knowledge of the falsity of the 
representation. Under the second phase, 
it should show that the representation 
was made in such absolute, unqualified, 
and positive terms as to imply that the 
party making it had knowledge of its 
truth, and that he made such absolute, 
unqualified, and positive assertion on a 
subject of which he was ignorant, and 
that he had no knowledge whether his 
assertion in reference thereto was true 
or false. Under the third phase, the 
proof should show that the party oc: 
cupied such a special situation or pos 
sessed such means of knowledge as 
made it his duty to know as to the 
truth or falsity of the representation 
made. If the proof establishes either 
one of these three phases, the scienter 
is sufficiently made out.” 

See, also, Mizell et al. v. Upchurch, 
46 Fla. 443, 35 So. 9, and cases there 
cited. 

The record discloses no_ reversible 
error, and therefore the judgment 
should be affirmed. It is so ordered. 





Poland’s Credit Position 


Unusual Progress of Nation During the Last Few Years Justifies 
Optimism for Future Development 


By Matcotm A. MACGREGOR 


ITH the recent visit of Charles 
\X/ S. Dewey, financial adviser to 
the Polish Government, it 
seems opportune at this time to review 
the general credit situation in Poland 
and determine what progress the coun- 


try has made over the last year. Since it 


1927-28 
Revenues 
Expenditures 
Excess of Revenues 


can be shown that economic conditions 
in the country have improved, the loans 
made to Poland, have been justified and 
a further basis established for the future 
employment of capital in the country. 

Poland, just as practically every other 
country, is faced with many problems— 
financial, industrial and political. There 
is, however, no reason to believe that 
these problems cannot be solved with as 
much if not greater ease, than some of 
the problems facing other countries. 
Considering that Poland is one of the 
richest countries in natural resources, 
that her population is hard working, 
thrifty and moved by an intense feeling 
of high ideals, and that Poland has 
readily met the service of all her obliga- 
tions, it can be said that only further 
development and publicity are necessary 
to place her as one of the high European 
credits. 

A short review of the various finan- 


cial problems will substantiate this 
Statement. 


THE STATE BUDGET 
With the exception of 1925, when 


there was a slight deficit, revenues of 
the P.'ish Government have consistently 


shown a surplus over expenditures. 
This indicates that the government will 
not have any difficulty in meeting its 
financial obligations. The following 
figures give a summary of actual rev- 
enues and expenditures covering the last 
three fiscal years: 


(in millions of dollars) 


Budget 
1929-30 


First six months 
1929-30 
169.8 
158.7 
it.1 


1928-29 
337.6 391.3 
329.1 329.4 

22.3 2.1 


The 1928-29 budget allowed $37,- 
$00,000 for the service of the loans, 
which amounted to only 11 per cent. 
of actual receipts during that year. 
When compared on a percentage basis 
with some of the South American coun- 
tries, which sometimes expend more 
than 30 per cent. of their revenues in 
debt service, this figure appears con- 
servative. 

The above figures show that Poland 
is continuing to more than balance her 
budget. Receipts during the first six 
months of the 1929-30 year have 
reached a new high record of $169,- 
800,000, exceeding budgetary estimates 
for this period and actual receipts for 
the same period of 1928-29 by 8 per 
cent. and 2 per cent. respectively. Ex- 
penditures at $158,700,000 were 6.5 
per cent. less than estimates for the 
first half of 1928-29. 


DEBT BURDEN 


The public debt of Poland, outstand- 
ing as of June 30, 1929, amounted to 
$458,960,157, out of which the external 
debt totaled $419,877,491 and the in- 
ternal debt $39,082,666. The greatest 
part of the external debt consists of ob- 
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ligations to foreign governments for re- 
lief during the period following the war. 
Only about $134,000,000 is represented 
by borrowings made on the international 
markets. 

The service charges on this debt are 
not too heavy for the public to bear. 
In fact it might be profitable for the 
country to borrow even larger amounts 
to be expended on its economic develop- 
ment. 

It is interesting to note that the debt 
burden per capita of population is ex- 
ceedingly low, amounting to only $15 
as contrasted with $805 for the United 
Kingdom, $280 for France, $238 for 
Switzerland, $188 for Belgium, $135 
for Holland and $132 for Italy. Only 
three European countries have a lower 
per capita debt than Poland. 

A further proof that the debt burden 
of the country is not excessive is the 
remarkable showing made by two po- 
litical bodies which have borrowed in 
the American market, namely, the City 


————_ 


of Warsaw and the Province of Silesia. 
Pledged revenues covering the service 
charges of these loans at the time of 
flotation were shown for the fiscal year 
1927 and were in an amount sufficient 
to cover the service about 4! times. 
For the fiscal year 1928 these revenues 
have increased to such an extent that 
the Warsaw loan charges are now be- 
ing covered 6.5 times and the Silesian 
loan charges about 5.8 times. 


FINANCIAL CONDITIONS 


Perhaps the most pressing Polish 
problem is the acute credit stringency 
which has been prevailing for some 
time. The basis of this difficulty must 
be looked for in the losses occasioned 
by the war and the subsequent need of 
capital in rebuilding the economic equip- 
ment of the country. 

As previously stated, the amount of 
funds borrowed by the government ex’ 
clusive of relief borrowings does not 
exceed $134,000,000—a figure which is 
entirely out of proportion to the 
amount of losses sustained by the coun- 
try during the war and which, accord: 
ing to Mr. Dewey, can be conserva: 
tively placed at over $1,800,000,000. 

Moreover, when it is considered that 
according to the best available esti- 
mates all foreign investments in Poland 
amount to about $540,000,000, it is 
clearly evident that the country has 
been in great part rebuilding her eco 
nomic structure with her own resources. 

The financial conditions which pre- 
vailed in all other financial centers of 
the world during 1929 have quite 
naturally acted as an obstacle to the 
development of foreign investment in 
Poland and this must be considered as 
one of the important causes of the 
acuteness of the credit situation in 1929. 

During the second quarter of the cur 
rent year, the stringency became pat’ 
ticularly difficult, owing to the rapid 
expansion of notes protested and gen’ 
erally unpaid at maturity. This was, 
however, a temporary situation and 
cannot be characterized as one of the 
permanent. economic difficulties. 
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Among the other reasons given for 
the tightening of credit was the over- 
extension of credits by certain manu- 
facturers and wholesalers, especially in 
the textile industries and trade, as a 
means of relieving the over-stocked con- 
dition of their warehouses. In addi- 
tion, the over-bought condition of retail 
trade, which was accentuated by the 
adverse effects of the severe winter on 
business in general, added greatly to 
the difficulties of the situation. Finally, 
the drop in world prices of agricultural 
products was another adverse factor 
which greatly affected the credit situa- 
tion. 

Regarding protested notes it is esti- 


mated that no more than 10 per cent. ° 


of the total were actually “bad,” and 
would not be paid off finally. That the 
condition has been alleviated to a cer- 
tain extent during the third and fourth 
quarters of the year is shown by’ Mr. 
Dewey in his most recent report, which 
states that “a drop occurred not only 
in the number of bills of exchange is- 
sued, but in the amount of protests.” 
Under the leadership of the Bank of 
Poland, strenuous efforts have been 
made to relieve this credit stringency. 
The Bank of Poland assigned 44,000,- 
000 zlotys for the purpose of financing 
crop movements, while private banks 
have continued the expansion of short- 
term credits, which reached at the end 
of the first six months of 1929 over 


3,000,000,000 zlotys, against 2,700,000,- 
000 at the beginning of the year. 

The banks have been materially aided 
in their granting of short-term credits 
by the increase in savings deposits. 
Available statistics show that, in a year 
and a half, savings deposits in Poland 
increased from 1,900,000,000 zlotys to 
2,600,000,000 zlotys, or 38 per cent. 
The government has been cognizant of 
the credit stringency and steps have 
been taken to relieve the situation. In 
the first place the government decided 
not to undertake any new projects 
which would require considerable in- 
vestments of capital, while provincial 
and municipal governments have been 
advised to reduce their investment ac- 
tivities, confining them to urgently 
needed improvements. The government 
is also working on the reform of the 
taxation system, especially with a view 
to decreasing the turnover and the in- 
dustrial taxes. In addition, the control 
of bank deposits for taxation purposes 
has been abolished, thus stimulating the 
development of savings. 

The best index currently available as 
to the condition of credit in Poland is 
the Bank of Poland statement. The re- 
serve ratio of the bank continues at a 
high figure, being over 61 per cent. 
The statements of the bank show an 
increase of gold and balances abroad 
over the latter part of the year, thus 
reflecting the change from an unfavor- 
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able to a favorable balance of trade. 
Circulation, on the other hand, has been 
maintained at approximately the same 
level as at the beginning of the year, 
while bills discounted show a decline 
reflecting a decrease in borrowing from 
the central bank. The easing of inter- 
national money rates relieved to a great 
extent the situation in Poland, which 
finds a proof in the decrease of the dis- 
count rate, first from 9 per cent. to 
8'4 per cent. on November i5 and 
from 8’ per cent. to 8 per cent. on 
January 31. 


BALANCE OF PAYMENTS 


It is well known that although figures 
showing the balance of payments of a 
country are estimates and, therefore, 
not entirely accurate, they can never- 
theless give a better indication as to 
how the country’s ledger is being bal- 
anced than the figures showing only 
the balance of trade. The following 
table shows this balance of payments 
from 1924 to 1928 inclusive: 
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(in millions of dollars) 
Incoming Outgoing Balance 


244.2 243.9 + 03 
302.0 — 95 
327.5 +70.7 
559.8 —38.3 
592.8 —15.8 


A study of this table brings to light 
the fact that the foreign business of the 
country has increased 2 times since 
1924. This in itself shows Poland's 
phenomenal rate of growth. On the 
other hand it can be seen that with the 
exception of 1926 the balance of pay. 
ments has been adverse. This is, 
course, an unfavorable factor, but it i is 
to be expected during the period of in 
tensive development through which Po 
land is now passing. 

A more detailed analysis of the fig’ 
ures discloses the fact that the greatest 
expenditures are by far due to imports 
or other expenditures connected there 
with. This clearly shows the impor’ 
tance of the balance of trade regarding 
Poland’s balance of payments. An: 
other important item is the interest on 
foreign debts, which amounts to 4.69 











per cent. of the total expenditures. This 
is a low figure and it would be possible 
for Poland to stand an even heavier 
debt service burden. On the receipt 
side, again the most important item is 
connected with foreign trade, since ex- 
ports of merchandise amount to 48.3 
per cent. of the total receipts. Immi- 
gration remittances supply the next 
largest amount. 

Tourist expenditures are low and in 
this connection Poland could make great 
progress if she put out sufficient pub- 
licity in the right direction. Mr. Dewey, 
in his eighth report on the Bank of 
Poland states the following: “Income 
from tourist expenditures in Poland is 
susceptible to important development. 
The number of tourists in Poland will 
certainly increase as the attractions of 
this country become better known to 
the traveling public, and if every effort 
is made to render travel in Poland con- 
venient and agreeable to foreigners, re- 
ceipts from this source should become 
greater. This is a relatively easy way 
to increase Poland’s income and will 
yield many indirect advantages which 
come from a better knowledge of Po- 
land by citizens of other countries.” 

This adverse balance of payments has 
somewhat reduced the amount of for- 
eign exchange held by the Bank of 
Poland. Looking at the figures from 
December 31, 1928, to December 31, 
1929, it is seen that ear-markings of 
gold shroad have decreased by 15,800,- 
900 zlotys and the holdings of foreign 
exchange by 187,800,000 zlotys while, 
cn th. other hand, holdings of gold in 
vaults -how an increase of 95,300,000 
zloty: This loss did not, however, af- 
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fect the stabilization of the zloty. It 
may be deduced from these figures that 
the balance of payments for 1929 will 
again be adverse. The economic law, 
that in a nation’s balance of payments 
total debits must be offset by total 
credits, still holds good. With an ad- 
verse balance the deficit must be made 
up either by foreign loans or gold ship- 
ments. It is thus evident that a con- 
siderable part of the adverse balance of 
payments has been taken care of by 
short-term credits. These short-term 
credits constitute one of the weaker 
points in the Polish financial structure. 
If Poland is to develop along sound 
lines, a large part of these credits must 
in the future be converted into long- 
term borrowings. 


BALANCE OF TRADE 


As previously mentioned, the balance 
of trade has an important bearing on 
the balance of payments. Favorable de- 
velopments in this field have recently 
been reported. For the last three years 
Poland has had a consistently unfavor- 
able balance of trade. Since the be- 
ginning of July, however, the trend has 
reversed itself and the balance become 
favorable, which is in great part the 
result of a decrease in the imports of 
foodstuffs. This is particularly en- 
couraging since Poland is primarily an 
agricultural country and should be well 
able to take care of the greater part of 
her food requirements. 

Statistics show that Poland's foreign 
trade in 1929 established a new record 
of exports which totaled over 2,800,- 
000,000 zlotys, an increase of 300,- 
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000,000 zlotys over the previous year, 
while imports decreased by about 250,- 
000,000, totaling 3,100,000,000 zlotys. 
The adverse balance of trade of ap- 
proximately 300,000,000 zlotys com- 
pares with an adverse balance of 854, 
000,000 in 1928. 

Since July the balance of trade has 
been consistently in favor of Poland 
and totaled for the last six months of 
1929 approximately 134,000,000 zlotys. 
The difficult credit conditions which 
have prevailed in Poland during the 
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last year were a factor which, to a cer 
tain extent, caused smaller purchases 
abroad. The considerable increase in 
exports, however, is an indication that 
the decrease in imports was due to a 
greater output of merchandise of do 
mestic production, rather than to a de 
crease in the purchasing power of the 
population. 

The most important decrease of im 
ports was in the item of food products 
and in certain expensive textiles. On 
the other hand, commodities which 
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served productive purposes have been 
imported in greater quantities, namely, 
chemicals, fertilizers, machinery, scrap 
iron, etc. This would seem to indicate 
that Poland’s import trade is following 
an economically sound policy. 
Although it cannot be definitely said 
that the favorable results recently ac- 
complished are permanent, the above 
analysis nevertheless reveals that the 
trend of Poland's foreign trade is such 
that a continuous improvement can rea- 
sonably be expected. When it is con- 
sidered that the most important item in 
the balance of payments is foreign 
trade, it will be easily seen that the 
continuous improvement in this item 
must bear a favorable influence on the 
balance of international payments. 


POLITICAL PROBLEMS 


Since the restoration of Poland by 
the Treaty of Versailles, much has been 
said regarding the danger of Russia and 
Germany to the Republic of Poland. 
There are some controversial points be- 
tw en Germany and Poland as a result 
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of the treaty, the most important of 
which is the still unsettled tariff dis- 
pute. Much progress has, however, 
been accomplished as is shown by agree- 
ments concerning exports of grain, the 
lumber agreement and the treaty for 
the settlement of mutual financial claims. 
Negotiations for a commercial treaty are 
still in progress and it may reasonably 
be expected that a satisfactory con- 
clusion will be reached. This opinion 
is based on the pressure being exerted 
by the German industrial interests, who 
favor prompt settlement of this question. 

Regarding Russia there has also been 
the fear that Soviet propaganda might 
unfavorably affect the Polish populace. 
In this connection, however, it must be 
remembered that the spirit of the newly 
formed Poland is full of the highest 
ideals and patriotism. This precludes 
any serious development of Bolshevist 
propaganda, and in fact Poland has 
been less receptive to communistic ideas 
than almost any other country. 

Much unfavorable publicity has been 
given to Polish internal politics, which 
has caused uneasiness in the minds of 
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some investors. This is unjustifiable been remarkable and the fine spirit of 


since such differences of opinion are no 
more serious than the differences be- 
tween the Republican and Democratic 
parties in the United States. The real 
problem of Polish internal politics is not 
that to which so much publicity is given 
in the American press, but rather the 
fact that the Polish Parliament is divided 
up into numerous parties and sections. 
This has had the effect of retarding 
much of the legislative work of the 
Sejm. One of the most pressing legis- 
lative problems, namely the revision of 
taxes, has been thus delayed. 


CONCLUSION 


The foregoing review leads to the 
conclusion that Polish financial condi- 


tions are fundamentally sound. Her 
progress during the last few years has 


her people under the difficult conditions 
since the formation of the Republic 
bears excellent testimony that Poland 
will continue to rise to greater heights. 
Her problems are by means over as yet, 
but there seems no doubt that given 
sufficient time she will overcome them. 
She needs and welcomes foreign as’ 
sistance both in the form of money and 
experience, but at present she is not 
sufficiently well known internationally 
to attract foreigners and foreign capital 
within her boundaries. As a step to 
ward solving this problem it has been 
suggested that Poland make every effort 
to conduct an international publicity 
campaign to inform the world not only 
of her past accomplishments but also of 
her present development and future 
plans. 
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of The Hague, which began on 

January 3, came to a successful 
conclusion on January 20. Its work 
was considerably facilitated by the 
agreements reached on many points 
previous to the conference, as a result 
of direct negotiations between the gov- 
ernments concerned. In spite of these 
arrangements, and of the general desire 
to come to a speedy understanding as 
to the adoption of the Young Plan, the 
negotiators had to overcome some very 
substantial difficulties, and there were 
several moments during the conference 
when a breakdown appeared almost in- 
evitable. The most dramatic moment 
was provided by Dr. Schacht’s “ulti- 
matum” stating that the Reichsbank re- 
fuses to co-operate in the establishment 
of the Bank for International Settle- 
ments unless certain financial and po- 
litical conditions are fulfilled. The 
delegates of the five creditor govern- 
ments and of Germany decided, how- 
ever, to ignore the “ultimatum.” At 
first it was intended to overcome the 
difficulty by means of the substitution 
for the Reichsbank of two other Ger- 
man banking institutions of a public 
character, viz., the Prussian State Bank 
and the Reichskredits-Gesellschaft. Sub- 
sequently, however, a better solution 
was found. It was decided to alter 
the Reichsbank’s statutes so as to com- 
pel that institution to fulfill the part it 
was meant to fulfill in virtue of the 
Young Plan. 


The second difficulty originated from 


Te second part of the Conference 


the disagreement of the countries con- 
corned with non-German reparations. 
When an understanding was at last 
reo-ned between Germany and _ her 


creditors the conference very nearly 
failed in the eleventh hour as a result 
of this difficulty. As Italy has under- 
taken to renounce part of her claim on 
non-German reparations in favor of 
Great Britain, to guarantee that amount 
she was unwilling to sign the agreement 
unless she is covered by an agreement 
as to non-German reparations. Event- 
ually it was possible to arrive at a 
solution acceptable to all parties con- 
cerned, though certain details as to the 
non-German reparations were left to a 
subsequent meeting which is to take 
place in Paris. 

The main points of the results at- 
tained at the Hague may be summarized 
as follows: 

(1) A complete understanding has 
been reached as to the adoption of the 
Young Plan with all its details, and its 
substitution for the Dawes Scheme. 
Germany will be relieved of the irk- 
some and humiliating control of her 
finances, and the system of reparations 
will be placed on a commercial instead 
of a politicial basis. 

(2) An agreement has been reached 
as to the co-ordination of the foreign 
issues of the German Government and 
the bond issues arising through the com- 
mercialization of the unconditional part 
of German reparations annuities. It is 
agreed that the German Government 
will abstain from making any external 
issues until the Allied governments 
have succeeded in placing the first in- 
stalment of reparations bonds, amount- 
ing to $300,000,000. Simultaneously 
with this issue, an amount of $100,000,- 
000 will be issued by the German Gov- 
ernment for the requirements of the 
State Railway Company and of the 
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Post Office. This agreement will not 
interfere with the issue to be made by 
the Swedish Match Trust in virtue of 
an agreement concluded last year. 

(3) An agreement has been reached 
as to the irksome question of liquida- 
tion of ex-enemy property in Great 
Britain. The surplus of £15,000,000 
will not be restored to Germany, but 
the British Government undertakes the 
restoration of the unliquidated property. 


NON-GERMAN REPARATIONS 


(4) An agreement has been reached 
as to the principles of the settlement of 


the non-German reparations. It was 
agreed that Austria should pay a 
nominal annuity, against which the 
pledges of the Reparations Commission 
on her resources have been released; 
this will enable the Austrian Govern- 
ment to proceed with the much-post- 
poned scheme of a loan of $100,000,- 
000 for capital expenditure. The 
amount of the Bulgarian annuity was 
raised slightly, but Bulgaria will have 
the advantage of the elimination of the 
398 


uncertainty as to her reparations lia- 
bilities. The same holds good as to 
Czechoslovakia whose “liberation debt” 
has now been definitely fixed. Hungary 
undertakes to make certain contribu- 
tions after 1943; the principal creditor 
powers will facilitate the issue of a 
Hungarian external loan. 

(5) An agreement has been reached 
on the highly controversial question of 
the property of Hungarian optants in 
the Succession States. This question 
has been the source of constant irrita- 
tion between Hungary and the Little 
Entente ever since the Peace Treaty, 
and its elimination will result in better 
relations in that part of Europe. 

Seldom if ever has any agreement 
been greeted with such a unanimous ap- 
proval as the Hague Agreement of 
January 20. Although in Germany the 
extreme Nationalist wing continues to 
agitate against the Young Plan the great 
majority of public opinion welcomes the 
agreement as an important step toward 
the restoration of normal conditions in 
the relation of Germany with the rest 
of the world. In France, the main- 
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tenance of the clause as to sanctions 
and the possibility of the early issue of 
reparations bonds has been greeted as 
a victory for French diplomacy. In 
Great Britain, the consolidation of the 
advantages obtained by Mr. Snowden 
at the first Hague Conference and the 
improvement of relations with France 
are regarded as the chief result of the 
conference. In the Succession States 
and Bulgaria, the returning delegates 
were celebrated for their triumph at 
The Hague. 


THE INTERNATIONAL BANK 


One of the achievements of the 
Hague Conference was the definite 
adoption of the scheme of the Bank 
for International Settlements. The 
statutes of the bank were approved al- 
most entirely unaltered. The only al- 
teration made on the draft adopted by 
the Baden-Baden Conference of the 
Organizing Committee was in Article 
20 dealing with the right of central 
banks to veto any transaction of the 
bank in their currency or on their ter- 
ritory. According to the original text, 
the veto clause should not be read as if 
it would apply also on the withdrawal 
of funds invested in the market of the 
central bank concerned. The new text 
leaves the door open for arrangements 
in virtue of which the bank may re- 
nounce in advance its right to withdraw 
the amounts invested in a certain mar- 
ket, tor a certain period or subject to a 
certain notice. 

The trust agreement between the 
bank and the creditor governments was 


amended so as to fix the bank’s remun- 
eration for its services in connection 
with reparations. The charter also un- 
derwent some modification in order to 
meet the requirements of the Swiss 
Constitution in virtue of which the 
federal government is not authorized to 
conclude an agreement for a period ex- 
ceeding fifteen years unless an oppor- 
tunity is given to submit the matter to 
a plebiscite. For the time being, an 


agreement for fifteen years has been 
concluded, but the Swiss Government 
has undertaken to comply with the 


constitutional requirements as soon as 
possible so as to be able to conclude a 
contract for an indefinite period. An 
agreement has also been reached as to 
the exemption of the bank and its em- 
ployes—with the exception of those of 
Swiss nationality—from direct taxation, 


The organizing committee which met 
at The Hague simultaneously with the 
conference has thus practically con- 
cluded its work. In order to carry on 
the routine work pending the appoint- 
ment of the sixteen original directors by 
the seven founder countries, a small 
sub-committee consisting of M. Ques 
nay of the Bank of France, M. Van 
Zeeland of the National Bank of: Bel- 
gium, and Mr. Siepman of the Bank of 
England, has been appointed. While 
the application of the Young Plan has 
to be preceded by the ratification of the 
Hague Protocol by all countries con- 
cerned the bank can begin activity be- 
fore ratification, as it is established, 
not by the governments but by central 
banks (and in the case of the United 
States and Japan by other banking in- 
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terests). All that is required is that 56 There is a long waiting list of for- 


per cent. of the share capital should be 
placed in the seven founder countries, 
and that the German legislative meas- 
ures compelling the Reichsbank to par- 
ticipate should be passed. It is consid- 
ered as certain that the bank will begin 
operations by April 1. There is much 
speculation as to the appointment of 
the chairman—who is expected to be an 
American—and of the general manager. 
M. Quesnay is considered to be the 
most likely candidate to that post. 
Private exchanges of views are in prog: 
ress as to the appointment of the nine 
additional directors. One of them will 
be a Swiss, while Holland and Sweden 
are also likely to obtain seats. In some 
quarters the appointment of an Austrian 
director is favored, while in other 
quarters the claim of Poland for a seat 
is pressed. 


LOWER INTEREST RATES 


As was to be expected, money condi- 
tions became much easier after the turn 
of the year. In a number of countries, 
the bank rate was reduced during Janu- 
ary, and further reductions are gen- 
erally anticipated. Although the relief 
after last year’s high money rates is 
more than welcome, the decline of in- 
terest rates is not altogether a healthy 
sign, as it is largely due to the slack- 
ness of demand for funds owing to 
dull trade conditions and a lack of con- 
fidence. At the same time, the re- 
luctance of investors to acquire se- 
curities of any kind results in an over- 
flow of funds seeking short-term in- 
vestment. 
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eign would-be borrowers whose trans 
actions have hitherto been held up by 
adverse international conditions, and 
who hope to be able to raise the cap- 
ital they require in the course of the 
current year. Apart from the loans 
mentioned above—reparations loan of 
$300,000,000, German loan of $100, 
000,000, the first half of the Austrian 
loan of $100,000,000, and the Hun- 
garian loan—several other governments 
are waiting for an opportune moment 
to make bond issues abroad. Among 
others, Polish, Rumanian, Yugoslav, 
Greek, Bulgarian and Turkish loans are 
likely to be negotiated in the near fu 
ture. It is believed that a great part of 
these and other loans is likely to be 
issued in Paris, and that the American 
participation will be comparatively 
smaller than during the period of 
1924-28. There is a strong opposition 
in London against the issue of an un- 
duly large amount of reparations bonds 
in Great Britain. The view is held that 
London’s share in these bonds should 
not exceed the British percentage in the 
unconditional German annuities, for 
otherwise the transaction may easily lead 
to the increase of the French balances 
in London which would be most un- 
desirable. 


GREAT BRITAIN 


Easy money conditions continued to 
prevail in London throughout January, 
and even the reduction of the bank 
rate failed to restore the control of the 


central institution over the market. 
Further reductions of the bank rate are 
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generally anticipated, as a result of the 
low market rate of discount and of the 
improvement of the gold situation. Dur- 
ing January, further large consignments 
of gold were received from the Argen- 
tine, Australia and South Africa, while 
the shipment of £4,000,000 from Spain 
was also officially announced, and was 
expected to take place in the course of 
February. At the end of January, the 
Bank of England’s gold reserve rose 
above the figure of £150,000,000 fixed 
by the Cunliffe Committee as the mini- 
mum amount required by Great Britain. 

The nightmare of the Hatry affair 
has at last been removed from the mind 
of the City. The various parties con- 
cerned have finally succeeded in coming 
to terms with each other as to the stock 


Deposits 

Cash 

*Money at call 
Bills discounted 
Investments 
Advances 
Acceptances, etc. 


* Including checks in course of collection. 


exchange settlement of securities be- 
longing to the Hatry group. A fund 
has heen subscribed to support those af- 
fected by the fraudulent transactions, 
and an agreement has been reached as 
to the respective share of the various 
parties in the losses incurred. By 
means of this arrangement, the uncer- 
tainty which has been in the atmosphere 
ever since September last has been elimi- 
nate’. The publicity given to the af- 


fair in connection with the trial of 
Hatry and his associates also had a 
beneficial effect, as it has cleared up the 
situation and has checked many rumors. 
It is now generally believed that all 
that was unsound in London finance 
has been cut out, and that, although 
the operation was painful, the patient 
will benefit by it in the long run. Con- 
fidence is already returning, and the 
few issues which have been made lately 
were fairly successful. 

The accounts of the “Big Five” for 
the year 1929 show some considerable 
changes as compared with the previous 
year. The following table shows the 
aggregate figures of the main items of 
the combined balance sheets of the five 
leading banks: 


(In millions of pounds) 
1928 1929 

1,625.6 
210.1 
187.3 
196.1 
198.5 
880.6 
93.0 


1,604.1 
208.1 
200.9 
209.7 
204.5 
839.9 


1,666.2 
207.7 
207.3 
231.0 
208.9 
876.7 
109.3 


Percentages for the same three years 
are as follows: 
Cash to Advances to 
deposits deposits 
(per cent.) (per cent.) 
12.97 52.4 


52.6 
54.2 


It seems that, while 1928 was a year 
of expansion, 1929 was a year of re- 
adjustment. Deposits have fallen by 
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BANCO NACIONAL de MEXICO 


Ave. Isabel la Catolica No. 44 
MEXICO, D. F. 


FOUNDED IN 1884 


Cable Address: NACIONAL 


P. O. Box 14 bis. 


CAPITAL $32,000,000.00 Mexican Gold 


RESERVES $8,000,000.00 “ “se 


MEXICO CITY BRANCHES 
La Merced 


New York Agency, 52 William Street 


BRANCHES IN THE REPUBLIC 
Mazatlan, Sin. 


Aguascalientes, Ags. 
Celaya, Gto. 
Chihuahua, Chih. 
Colima, Col. 
Durango, Dgo. 
Guadalajara, Jal. 
Guaymas, Son. 
Irapuato, Gto. 
Leon, Gto. 


Merida, Yuc. 


Puebla, Pue. 


Monterrey, N. L. 
Morelia, Mich. 
Oaxaca, Oax. 
Orizaba, Ver. 
Pachuca, Hgo. 


Saltillo, Coah. 


CORRESPONDENTS THROUGHOUT THE REPUBLIC OF MEXICO 
AND ALL OVER THE WORLD 


MEMBER AMERICAN BANKERS ASSOCIATION AND MEXICO CITY 
CLEARING HOUSE 


Santo Domingo 


San Luis Potosi, SLP. 
Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Mex. 

Torreon, Coah. 

Tuxtla, Gutierrez, Chis. 
Veracruz, Ver. 
Villahermosa, Tab. 
Zacatecas, Zac. 








We issue foreign drafts, Travelers Checks in Mexican silver, payable throughout 
Mexico and on board all railroads, as well as with passenger and freight agents. 


Travelers Letters of Credit, Export and Import Letters of Credit. 


transfers. A. B. A. Travelers Checks. 
unequaled. 


Mail and VWable 


Our service in the Collection Department is 
Our Bank is known for its conservative methods in the handling of 


general banking business. Deposits are carried in Mexican Gold or Silver as well as 


in Dollars and European money. 


WE SOLICIT BUSINESS ON THE STRENGTH OF 45 YEARS OF BANKING 
For inquiries address our Mexico City or our New York Offices. 


over £40,000,000 during last year, 
though they are still by £21,500,000 
above the corresponding figure for 
1927. There was an increase of 
advances, as a result of which the ratio 
of advances to deposits increased from 
52.6 per cent. to 54.2 per cent. The - 
decline of discounts and of acceptances 
is another conspicuous feature. There 
was no marked change in the profits 
of the “Big Five.” An _ interesting 
event is the increase of the capital of 
the Midland Bank, necessitated by the 
construction of new head. offices. 


FRANCE 


During the month under review, 
the Bank of France continued to in- 
crease its gold reserve by means of 
purchases in New York and, to a 
slight extent, in London. The belief 
is widely held that this policy will 
lead sooner or later to a boom on the 
Bourse. It tends to reduce money 
rates, and the reduction of the bank 
rate to 3 per cent. is considered to be 
imminent. As a result of the increase 
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of the note circulation, there is an 
increase of the cost of living, while 
wholesale prices are falling in accor’ 
dance with the world level. The in 
crease of the cost of living is causing 
considerable dissatisfaction, although it 
is a natural trend toward the read- 
justment of values to the nw _ level 
of the franc. 

The Bank of France has decided to 
issue to the public the short-tern. bonds 
of the Caisse d’amortissemer* The 
main object of the transacti. is to 
provide facilities for short-t.im_ in 
vestment. Since the short-te m ‘bons 
de la defense nationale” disappeared 
from circulation the only means for 
short-term investment was th pur 
chase of bills; as the supply oi rills is 
inadequate, and in any case it .: not 
the habit of French banks to kecp large 
amounts of discounts, the idl: reserves 
had to be invested abroad. Hence the 
necessity of frequent shifting of :unds 
to and from France, which '.s occa’ 
sionally caused considerable ‘incon: 
venience in the international market. 
It is hoped that, as a result of the 
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new arrangement, this disturbing factor 
will disappear, although the immediate 
consequence of the innovation will 
probably be the withdrawal of funds. 

The increase of the Bank of France’s 
dividend from 35 per cent. to 52 per 
cent., spectacular as it was, caused no 
surprise; in fact, it was fully antici- 
pated in the market price of the shares 
whose yield, even after the rise, was 
only slightly over 2 per cent. The 
reason for the general optimism as to 
the earning prospects of the Bank of 
France lies in its exceptionally strong 
position. Although an_ increasingly 
large amount of its assets are non-in- 
terest bearing its earning assets con- 
tinue to increase. Foreign buying is 
also largely responsible for the upward 
trend of.its shares. 


GERMANY 


‘In spite of easier money conditions, 
the wave of failures among small 
private banks continues unabated. 
Apparently, the public has lost its 
confidence in most banks of that type, 
and even if they are liquid enough to 
meet their liabilities they will have to 
reduce their activities in future, or 
even liquidate altogether. Suggestions 
have been made that a central organiza- 
tion should be formed for the mutual 
support of private banks in case of 
emergency, but the scheme is not re- 
ceived “with much enthusiasm. After 
all, it is most unlikely that the few 
really “Yong private banks such as 
Mendelssohn €& Co. or M. Warburg 
& Co. would join such an organization 
whose main task would be to bolster 
up a number of banking firms which 
have lost their raison d'etre as a result 
of the, changed conditions. Without 
the co-operation of the leading private 
banks, the organization would be of 
little use, as most of its members would 
want support and hardly any of them 
could, supply it. The only salvation 
of the small banking firms would be 
to amalgamate with the commercial 


banks, if the latter are willing to ab- 
sorb them. 
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New Orleans 
XXXVI 


Dry Docks 


The port of New Orleans which ranks 
first in the South as a ship repair base, is 
equipped with seven floating dry cocks, 
valued at approximately $8,250,000 and 
capable of accommodating seven ocean 
liners totalling 59,500 tons displacement. 

These dry docks efficiently serve about 
650 ships and barges annually and give 
empioyment to 1200 skilled workmen. 


Hibernia Bank © Trust Co. 
NEW ORLEANS, U.S.A. 





Dr. Schacht’s attitude at The Hague 
may have important consequences upon 
the relations of the Reichsbank with 
the government. In virtue of the 
Dawes Scheme, the Reichsbank was 
given complete independence, but it 
is now realized in political and bank- 
ing circles that complete independence 
is not altogether desirable. On the 
occasion of the revision of the statutes 
of the Reichsbank, the government's 
influence will be, therefore, strengthened. 
While up to now the veto of the presi- 
dent of the Reich against the election 
of the president of the Reichsbank 
was merely nominal—if the board of 
directors elected him three times he 
could assume office in spite of the 
opposition of the president of the 
Reich—in future the veto will become 
effective. Another unfavorable con- 


sequence of the attitude of Dr. Schacht 
is the weakening of the influence of 
the Reichsbank in the Bank for Inter- 
national Settlements. 


It is not repre- 


Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 
Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


Bankino Business or Every 
DescripTioNn TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 
The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


sented on the sub-committee appointed 
for the preliminary organization of the 
bank. 


ITALY 


Ever since the stabilization of the 
lira, rumors of the government’s alleged 
plans to change its exchange value 
have reappeared from time to time. 
The most recent version of these 
rumors was that the government in- 
tended to lower the exchange value 
of the lira to the level of the franc, so 
as to create a new basis for a Latin 
As a result of these 


monetary union. 
rumors, there was a slight depreciation 


in the lira. The Bank of Italy issued 
a prompt denial, disclaiming intention 
of making any change. Undoubtedly, 
it is generally realized that the ex- 
change value of the lira has been 
stabilized rather too high, and that 
Italian industry and trade has suffered 
considerable disadvantage in  conse- 
quence. In spite of this, it would be 
a mistake to make a change. Prices, 
wages and the cost of living are gradu- 
ally adjusting themselves to the new 
level of the lira, and it would be 
highly detrimental from an economic, 
financial and social point of view to 
disorganize the country once more by 
means of a deliberate change of the 
monetary unit. Although the choice 
of the level of stabilization was far 
from fortunate it is an accomplished 
fact and the Italian Government is 
wise not to consider the idea of re- 
opening the question. 

There have been recently a number 
of fresh banking failures, but none of 
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the banks in difficulties are of any im- 
portance. In accordance with the 
official policy, a number of amalgama- 
tions have been arranged between local 


banks. 
SPAIN 


The peseta underwent a sharp de- 
preciation in the course of January, 
and fluctuated within rather wide 
limits. Its weakness was the conse- 
quence of the issue of an internal gold 
loan in December last. As most sub- 
scribers to the loan had to acquire 
foreign currencies in order to pay the 
second instalment of the loan which 
fell due on January 25 the increased 
demand for foreign exchanges brought 
about a marked depreciation of the 
peseta. At the same time, rumors of 
political troubles encouraged bear 
speculation, and it appeared at one 
time that the exchange would collapse 
altogether. The situation was all the 
more absurd as the Bank of Spain is in 
possession of one of the strongest gold 
reserves in Europe. In view of the 
danger of a slump the authorities re- 
luctantly decided to make use of part 
of the reserve, and announced their 
intention of shipping £4,000,000 to 
London. As a result, the exchange re’ 
covered to some extent, but its im 
provement was not of a lasting nature. 
Pessimistic rumors as to an impending 
change of regime continued to circu’ 
late, while the amount of £4,000,000 
was generally considered inadequate to 
support the exchange. It was re 
membered that last year a foreign 
credit of £10,000,000 was used up 
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without being able to prevent a de- 
preciation, and it was considered most 
unlikely that a much smaller amount 
would now be sufficient. Moreover, a 
third and last instalment of the fatal 
internal gold loan will fall ‘due on 
March 31, and will necessitate heavy 
purchases of sterling and dollars during 
February and March. 

In order to safeguard the peseta 
against further depreciation the export 
of a much larger amount of gold would 
be necessary. At the same time, it 
would be highly desirable to decide 
upon a definite stabilization scheme, 
without which it would be impossible 
to obtain any fresh external credits. 
In banking circles both in Spain and 
abroad, the monetary policy of the 
authorities during the last few months 
is subject to severe criticism. 


PORTUGAL 


The outstanding event of the month 
has been transformation of the London 
and Paris branches of the Banco 
Nacional Ultramarino into subsidiary 
companies. A company was formed in 
London with a paid-up capital cf 
£1,000,000, under the name of Anglo- 
Portuguese Colonial and Overseas Bank, 
Ltd. while the name of the French 
affiliate is Banque Franco-Portuguese 
dOutremer, and its capital is 50,000,- 
000 francs. The two companies ex- 
changed a certain amount of their 
shares, while the rest of the share capi- 
tal is held by the mother institution. 


BELGIUM 


There has been some talk lately 
about the establishment of closer rela- 
tions between the Banque de Bruxelles 
and the Solvay group.. This would be 
an important move in the fight for 
supremacy between the Banque de 
Bruxelles and the Societe Generale de 
Belgique. As a result of the affairs 
of the cork trust last year, and of the 
transfer of the account of the Sofina 
from the Banque de Bruxelles to the 
Societ: Generale, the latter’s position 
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PARIS, FRANCE 


NEW YORK AGENCY 
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has strengthened, and the former is 
endeavoring to absorb another bank to 
restore the balance. 


DENMARK 


In consequence of the banking 
troubles in Denmark after the war, it 
has been decided to revise the banking 
legislation and to strengthen official 
supervision of banking -activity. A 
committee has been appointed to in- 
vestigate the problem, and as a result 
of its findings a bill has now been 
introduced. In virtue of this, the 
establishment of a new bank will re- 
quire a concession from the Ministry 
of Commerce. This is considered 
necessary in view of the fact that, of 
the sixty-three new banks established 
between 1916 and 1920, twenty-four 
got into difficulties. The minimum 
capital of a new bank is proposed to 
be fixed at 400,000 kroner, while those 
banks already in existence will have 
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In area Porto Rico is compared to the state of Connecticut, but in point 

of importance as a commercial customer of the United States the Island 
ranks close to Brazil, a territory much 
larger than the entire continental United 
States. 
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With average yearly imports of about 
$90,000,000 the Island's collection business 
should be a significant item in every Bank. 


To facilitate obtaining a share in the han- 
dling of this substantial business Banks 
should select as.their Porto Rican corre- 
spondent an institution with an intimate 
knowledge of local customs and laws, and 


the BANCO DE PONCE offers special 
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to possess a capital of at least 200,000 
kroner. There are at present sixteen 
banks with a capital of less than 
200,000 kroner; they will have to raise 
their capital before 1934. A new 
organization will be created under the 
name of “banking office” on which 
the National Bank and other leading 
banks will be represented; this organi- 
zation will be in charge of the inspec- 
tion of banks. Directors, managers and 
employes of banks will be forbidden 
to speculate, or to accept a seat on the 
board of any industriai or commercial 
company. 

Banks with a capital of 20,000,000 
kroner will have to keep a cash reserve 
of at least 5,000,000 kroner, while the 
cash reserve of smaller banks will have 
to attain at least 3 per cent. of their 
liabilities. The total cash and liquid 
resources will have to amount to at 
least 15 per cent. of the total liabili- 
ties. It will not be permitted for banks 
to commit themselves in any one single 
affair to an extent exceeding 35 per 
cent. of their share capital; but there 
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services and facilities in this respect. 





are a number of exceptions from this 
rule. A new bank is not allowed to 
pay more than 6 per cent. in dividends 
during the first three years, while 
directors’ fees must not exceed 2 per 
cent. of the share capital. The new 
banking legislation is expected to be- 
come operative on October 1, 1930. 


SWEDEN 


Most Swedish banks, including the 
Riksbank, show a considerable increase 
in their net profits, as a result of the 
general prosperity in Sweden. It is 
widely believed that the country may 
hope for a prolonged period of pros 
perity, and that the next few years 
will witness a considerable expansion 
of Swedish business interests beyond 
the frontiers of the country. Stock: 
holm’s importance as an international 
financial center is increasing; it has 
gradually assumed the part of the 
banker of Northern Europe, and is 
taking an increasing interest in inter’ 
national -operations. 





Chartered Bank of India 


Australia and China 


$ 15,000,000 
20,000,000 


Paid-up Capital . : , 
Reserve Fund , ; ‘ 
Total Assets (over) ; 3 300,000,000 


HEAD OFFICE - 38 BISHOPSGATE, LONDON 


Chief Manager—W. E. Preston. Managers—J. S. Bruce, G. Miller. 
Sub-Manager—J. L. Crockatt. 


BANKERS—The Bank of England; Midland Bank, Limited; Westminster Bank, 
Limited ; National Provincial Bank, Limited; the National Bank of Scotland, Limited. 


Through our branches in all the principal trade centers of India, Ceylon, Bur 
mah, Straits Settlements, Federated Malay States, Malay States, Java, Sumatra, 
Siam, French Indo-China, Philippine Islands, China and Japan, we are prepared 
to give efficient service on all banking matters entrusted to us. 


The New York Agency grants drafts on London as well as the Far East ; buys 
and receives for collection bills of exchange; issues travelers’ letters of credit 
and transacts all other forms of international banking. 


NEW YORK AGENCY - 44 BEAVER STREET 
G. S. SANDFORD, Agent 


AUSTRIA 


An agreement has been concluded 
between the Austrian Government and 
the National Bank, in virtue of which 
the government’s share in the bank’s 
profits will be increased. At the same 
time, the change will not necessitate a 
reduction of the dividend, as the per- 
centages to be added to the statutory 
reserves have also been reduced. The 
bank’s note-issuing privilege has been 
prolonged by another fifteen years, 
until the end of 1957. The new agree- 
ment becomes operative as from Janu- 
ary 1, 1929, so that its dispositions will 
have to be applied on the distribution 
of the profits for the last year. 

The possibility of an early issue of 
the projected loan of $100,000,000 
for capital expenditure has created a 
general feeling of optimism. The loan 
was originally planned in 1927, but 
owing to delay in the approval of the 
United States Congress of the release 
of Austria’s resources from the priority 
of American claims in favor of the new 
loan, it had to be postponed. By the 


time this obstacle was removed, strained 
political relations with Italy provided 
a fresh obstacle, while after the middle 
of 1928 the conditions in the interna- 
tional markets were unfavorable for 
the issue. Now that the legal ob- 
stacles have been removed and finan- 
cial conditions have also improved it 
is hoped to float the much-delayed issue 
before long. 


RUMANIA 


In some of the provincial centers, 
especially Timisoara, there was a run 
of depositors upon a number of local 


banks. Several of them were unable 
to meet their liabilities and suspended 
payments. The authorities and the 
leading banks came to the rescue of the 
institutions in difficulties, and brought 
about several amalgamations. 

Apart from this, general conditions 
are improving as a result of the good 
harvest. Taxation has been increased 
considerably, so as to gradually repay 
the arrears inherited from the previous 
government. 
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When You Think of 
PORTO RICO 


You Just NATURALLY Think of 


AMERICAN COLONIAL BANK 


Head Office—SAN JUAN 


Branches 


Arecibo Mayaguez Caguas 


Ponce Santurce Bayamon 


We Specialize on Collections 


GREECE 


There is a certain amount of un- 
easiness as to the position of smaller 
banks. The Banque de Messinia got 
into difficulties, and there were, in con- 
sequence, heavy withdrawals of deposits 
from other medium-sized banks. The 
Banque d’Economie Nationale has de- 
cided to go into liquidation; the credi- 
tors are expected to be repaid in full. 
The amalgamation of three banks under 


the auspices of the National Bank of 
Greece, which was regarded as an 
accomplished fact, has failed, after all, 
to materialize, owing) to the withdrawal 
of deposits from the Banque de I'In- 
dustrie. The National Bank and the 
Bank of Greece issued a_ reassuring 
joint statement about the position of 
that bank, and the withdrawals ceased, 
but the shares of the bank have fallen 
to such an extent that it was impossible 
to complete the planned transaction. 


International Banking Notes 


T the annual meeting of the stockhold- 

ers of the Westminster Bank Limited, 

London, directors reported net profits 

for the year ended December 31, 

1929, of £2,160,383, after paying interest to 

customers and all charges, and making pro- 

vision for all bad and doubtful debts. This, 

with the sum of £552,195 brought forward 

from the previous account, made a total of 

£2,712,579 which has been allocated as 
follows: 


To interim dividend of 10 per cent. 

on the £4 shares (£1 paid) (less 

income tax) 
To interim dividend of 6% per cent. 

on the £1 shares (less income tax) 112,458 
To final dividend on the £4 shares.. 565,679 
To final dividend on the £1 shares... 112,458 
To bank premises account 250,000 
To contingent fund 
To officers’ pension fund 


To balance carried forward 506,304 


Balance sheet of Westminster Bank 
Limited as of the same date shows paid up 
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capital of £9,320,157, reserve of the same 
amount, current accounts of £285,160,310 
and total resources of £332,592,439. 


WALTER OsBoRNE STEVENSON, foreign gen’ 
eral manager of Barclays Bank Limited, Lon- 
don, has been elected a director of Barclays 
Bank (Dominion, Colonial and Overseas). 


STATEMENT of condition of the Bank of 
Hawaii, Ltd., Honolulu, as of December 31, 
1929, reports capital of $1,500,000, surplus 
of $1,500,000, deposits of $31,852,754 and 
total resources of $38,275,134. 


NET profits of the Midland Bank Limited, 
London, for the year ended December 31, 
1929, amounted to £2,665,042, after provi- 
sion was made for all bad and doubtful debts, 
according to the report of the directors at 
the annual meeting of the stockholders. To 
this has been added £848,563 brought for- 
ward from the previous account, making a 
total of £3,513,605 to be disposed of as 
follows: 





GOTHENBURG 





To interim dividend at the rate of 

18 per cent. per annum, less in- 

come tax 
To final dividend at the rate of 18 

per cent. per annum, less income 

tax 967,173 
To bank premises redemption fund 500,000 
To officers’ pension fund 220,000 
To balance carried forward 859,258 


The bank's paid up capital is £13,432,968, 
reserve is a like amount, current accounts 
£379,622,757 and total resources £445,789,- 
491. 


THE Skandinaviska Kreditaktiebolaget, lead- 
ing Swedish bank, has announced a consider- 
able increase in net profits for 1929 and pro- 
poses to increase the dividend from 15 to 18 
kroner ($4.02 to $4.82) a share. After writ- 
ing off nearly three millions on outstanding 
accounts, the bank’s net profit for 1929 was 
14,580,000 kroner, as against 10,660,000 
kroner in the preceding year. 


BALANCE sheet of the Anglo-South American 
Bank, Limited, London, as of June 30, 1929, 
shows paid up capital of £4,367,330, reserve 
of £3,356,604, current accounts of £50,363,- 
213. and total resources of £79,970,392. 
Profit and loss account shows net profits for 
the year ended June 30 of £987,616, includ- 
ing £506,900 brought forward from the last 
Previous account. This sum has been dis- 
tributed as follows: 


SKANDINAVISKA 
KREDITAKTIEBOLAGET 


Established in 1864 
STOCKHOLM 


MALMO 


Branches 
In All Parts of Sweden 


PAID-UP CAPITAL AND RESERVES 
KR. 182,000,000 
Telegraphic Address: Kreditbolaget 


Foreign Exchange bought and sold, bills collected, deposit 
and current accounts opened and all kinds of banking 
business transacted 


To interim dividend 

To final dividend 

To staff pension fund 

To legal reserves in Chile, Colombia 
and Ecuador 

To». reserve fund 

To balance carried forward 507,901 


In his address to the stockholders at the 
annual meeting held October 15, Robert John 
Hose, chairman of the board, commented 
upon conditions in the various countries in 
which the bank has branches. “In consider- 
ing our accounts,” he said, “the principal 
fact to be borne in mind is the very great 
change which has come about during the last 
few years in Latin American conditions due 
to the adoption of centralized banking sys- 
tems, with the resultant lower and more stabi- 
lized monetary rates, as well as the increase 
in expenses necessarily accompanying the in- 
troduction of legislation for the superintend- 
ency of banks, and also various social laws... 
As the general situation and outlook in Latin 
America tends more to stability, so do busi- 
ness conditions tend to approximate more 
to those existing in the older markets of 
Europe, where in normal times rates are low 
and not subject to sharp changes. With the 
passage of time and the accompanying prog- 
ress in Latin America, this evolution was, 
of course, inevitable sooner or later, and, in- 
deed, from the general economic point of 
view can only be regarded as of fundamental 
advantage to the nations concerned in in- 
suring commercial and industrial growth amid 
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Telephone—City 1626 (two lines) 


Works— Wolverhampton 


the encouraging environment of stable con- 
ditions. The net result to be anticipated is 
an increased turnover in general business at 
a lower margin of profit, and this we, in 
common with other institutions, are now ex- 
periencing. .. .” 


Report of the directors of Martins Bank, 
Limited, Liverpool, to the stockholders shows 
net profit for the year ended December 31, 
1929, of £836,239, after provision was made 
for all expenses and bad and doubtful debts. 
To this has been added the balance of profit 
and loss brought forward from the previous 
year, making a total of £947,738, which has 
been allocated as follows: 


To reserve fund £50,000 
To premises account 
To dividend for the half-year ended 

June 30, 1929, at the rate of 16 

per cent. per annum, less income 


tax 


132,131 


In its statement of condition of the same 
date, the bank reports capital of £4,160,042, 
reserve of £3,507,872, current accounts of 
£82,620,493 and resources of £97,953,529. 


Lioyps Bank Limited, London, according to 
its balance sheet of December 31, 1929, has 
paid up capital of £15,810,252, reserve fund 
of £10,000,000, current accounts of £351, 
644.964 and resources of £431,182,518. 
The bank's profit and loss account shows 
net profit for the year ended December 31, 
1929, of £2,542,083, to which has been 
added £490,036, making a total of £3,032, 
120, which has been disposed of as follows: 


To dividend on the “A” shares at 
the rate of 16 2/3 per cent., 
less income tax £1,916,394 
To dividend on the “B” shares at 
the rate of 5 per cent. per an- 
num, less income tax 
To bank premises account 
To staff superannuation fund.... 


To carry forward to next account 508,234 





CANADA 


_ over 650 Branches located throughout 
Canada, the Bank of Montreal is in a posi- 
tion to handle banking business in any part of the 
Dominion promptly and to the best advantage. 
American banks and trust companies will find in 
this Bank’s service valuable co-operation in con- 
nection with their Canadian business. 


The Bank has its own: 


Offices in New York, Chicago and San Francisco, 


Direct wire service between Montreal, Toronto, 
Winnipeg, Vancouver, New York, Chicago and 


San Francisco Offices. 


BANK OF MONTREAL 


Established 1817 
Total Assets in Excess of $960,000,000 


New York Agency .. . 


> 


- + « 64 Wall Street 


Current Conditions in Canada 


HILE it is customary to have 

\X/ a quiet condition of trade in 
midwinter, this condition has 

been somewhat accentuated during re- 
cent weeks, due to the adverse in- 
fluences of a rather lean harvest and 
the stock market crash,” says the Bank 
of Montreal in its Business Summary 
for January 23. “In several cities 
the unemployed have appeared in 
larger number, and the wheels of in- 
dustry have not turned quite as 
actively as at this period last year, 
but confidence is held of a brief 
season of recession and an upturn in 
the not distant future. To sustain this 
view are many factors. Governments, 
both federal and provincial, have 
Prepared programs of large expendi- 
tures on public works; railway execu- 
tives will proceed with construction of 
branch lines and general betterments; 
important water power projects will 
prosecuted; mining development 


promises to be carried on with un- 
abated vigor; and building operations 
will be extensive even if below the 
high record of 1929. It may be well 
to remember that the current level 
of business, the production and dis- 
tribution of merchandise, has seldom 
been exceeded, and that it remains 
much above that of two or three years 
ago. The store of wheat in Canada, 
229,000,000 bushels, will, when it 
moves out, give activity to transporta- 
tion lines and employment to large 
numbers.” 

The report of the Canadian Bank 
of Commerce, Toronto, is also opti- 
mistic. “There is more activity in 
Canadian business than a month ago, 
mainly because of a resumption of 
operations in several industries,” ac- 
cording to S. H. Logan, general man- 
ager of the bank, in the bank’s Monthly 
Commercial Letter. “This seasonal 
gain is greater than seemed reasonable 
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New York Correspondent : 
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of Banking Business in connection with the East 
Fixed Deposit rates will be quoted upon a 


the half year amounts to £1. 


to expect a few months ago,” he adds, 
“but it is less than was recorded in 
the early part of 1929. Certain eco- 
nomic troubles have been carried over 
from 1929 and will be felt for some 
months, but most of them have be- 
come time-worn and their harmful 
influence has lessened. Under these 
circumstances we can turn to the 
future with the hope that constructive 
factors, which were few and far be- 
tween in the last half of 1929, will 
now be more apparent. 


AGRICULTURE 


“Agriculture presents a picture with 
both good and bad features, but with 
a fairly pleasing background. An 
important question of the moment is 
whether there will be a strong foreign 
demand for Canadian wheat. It may 
be noted that the bulk of the supply 
to be drawn upon by importing coun- 
tries between now and the end of the 
current wheat year, July 31, is in 
North America, and that about half of 
this is in Canada. 


FISHING INDUSTRY 


“The fishing industry is in a fairly 
strong position and one of its impor- 
tant branches has the definite prospect 
of the most favorable conditions in 
recent years. Mining is one of the 
strongest supports of the Canadian 
economic structure. The production of 
metals from some properties will be 
reduced if low prices are established for 
any length of time, but any curtail- 
ment from this cause should be more 
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than offset by the commencement of 
operations on new properties which 
have been under development during 
the last few years.” 


UNEMPLOYMENT SITUATION 


The Bank of Montreal characterizes 
the unemployment situation as “far 
removed from the distress point, being 
confined to a few larger cities where 
idle labor congregates.” 

“Official figures,” it says, “report 
7197 firms employing 1,038,880 per: 
sons on December 1, or 20,000 more 
than at the corresponding date in 1928, 
and throughout the year recently ended 
employment was at a higher level than 
ever before. Construction, manufac: 
turing, mining, logging, services and 
distributing trades have had for many 
months, and still have, large wage 
rolls, and to these agencies of un 
employment no serious check has been 
given. Building permits issued in 
December were only 3.2 per cent. less 
in value than in the corresponding 
period of the preceding year, and 
enough projects are under way to in 
sure continued activity in construction 
and allied trades, while major indus: 
tries such as mining, newsprint, iron 
and steel well maintain output. The 
motor car industry, quiescent during 
recent months, is gradually increasing 
its activities. 


FOREIGN TRADE 


“A serious shrinkage occurred in 
the external trade of Canada in De 
cember, exports decreasing to $88,520,’ 
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000 from $130,847,000 in the corres- 
ponding month of the preceding year, 
and imports to $84,400,000 from 
$94,620,000. The drop in exports 
continues to be principally in wheat 
and wheat flour. The recession in im- 
ports is timely, tending as it does to 
moderate the rise in the adverse bal- 
ance of foreign trade, but the true 
reason for the decrease is found in a 
quieter state of domestic business. 

“The absence of grain traffic con- 
tinues to be reflected in reduced rail- 
way gross earnings, but eliminating 
grain, the state of trade as revealed by 
car loadings is not unsatisfactory. A 
decrease of 171,396 cars in 1929 as 
compared with 1928, is more than ac- 
counted for by a reduction in grain 
and grain products of 231,510 cars. 
Loadings increased in the first fortnight 
of January over immediately preceding 
weeks, but cumulative totals were 
7149 cars less than in 1929, the whole 
loss appearing in grain and grain 
products, of which 8877 fewer cars 
were loaded this year. It is satisfac- 
tory to note that merchandise loadings 
in the first two weeks of 1930 were 
greater by 404 cars than in 1929, the 
gain being in the eastern division, and 
that there has been a larger movement 
of coal, ore and pulpwood. Live stock, 
lumber and miscellaneous freight moved 
less actively than a year ago. 

“The newsprint industry. continues 
to reach new peaks of production each 
month in comparison with the preced- 
ing year. In December the output, 
230,000 tons, was less than in October 
or November, but 10.3 per cent. larger 
than in December, 1928, while in 
the year production of 2,728,827 tons 
was 347,725 tons in excess of 1928. 
The average production ratio to in- 
stalled capacity was 85.6 per cent. 
tor the year 1929, compared with 82 
per cent. in the preceding twelve 
months. The problem of price has 


hot yet been solved, this remaining at 
$55 per ton.” 
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CANADA’S NATIONAL INCOME 


Canada’s national income has in- 
creased by at least $500,000,000 during 
the last five years, according to a recent 
statement of the Canadian- Bank of 
Commerce. In that brief period the 
value of her crops, the bank states, has 
risen by $96,000,000 to over $1,500,- 
000,000; her mineral output $94,000,- 
000 to $303,000,000; her forest prod- 
ucts $51,000,000 to $437,000,000; and 
her manufactures from less than $3,- 
000,000,000 to nearly $4,000,000,000. 


DOMINION BANK 


Statement of condition of the 
Dominion Bank, Toronto, as of De- 
cember 31, 1929, showed capital of 
$6,996,030, reserve fund and undi- 
vided profits of $9,653,687, deposits 
of $113,351,584 and total resources of 
$154,181,303. 
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British Banking Policy 


Its Effect on Trade and Commerce—A Barometer of National 
Prosperity 


By GiLBert C. LayTon 
Manager of The Economist, London 


\ X JHATEVER record of the sec- 
ond Socialist Government in 
Great Britain may in time be 
lacking there will at least be tome upon 
tome of the reports of the many com- 
missions of inquiry which this govern- 
ment set up within a short time of 
coming into office. A series of these 
volumes will give an account of British 
banking method and policy, the result 
of the labors of one of the commissions, 
because banking is among the institu- 
tions coming under the scrutiny and 
criticism so current today. 

Perhaps the cardinal point around 
which criticism of British banks hinges 
is the relation between banking and in- 
dustry, and the question everywhere 
414 


arises, are British banks sufficiently 
helping British industry? It is alleged 
by the critics that the banking methods 
of the United Kingdom are too con: 
servative and the cautious relations with 
industry very often are as much of a 
drag as a help. Other critics go fur 
ther and state that, especially in the 
sphere of international lending, the 
banking community profiteers at the 
expense of commerce and one able if 
biased critic launched the slogan that 
in Great Britain industry is butchered 
to make a banker’s holiday. 

The British banking system, in con’ 
trast with that prevailing in other 
countries, operates very largely on the 
basis of a relatively small capital and a 
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large volume of deposits. The mass of 
the banks’ business is done on the 
strength of the deposits; but deposits 
are for short terms, and therefore, in 
lending to industry the banks lend for 
short terms also and in harmony with 
this method they do not actively in- 
terest themselves in the management of 
any commercial or industrial undertak- 
ing. Naturally in the complicated 
economic system of today, and in re- 
cent years of stress and difficulty, the 
pure and simple system of British bank- 


GitBert C. LayTon 
Manager of The Economist, London. 


ing has not always been adhered to, 
but for the bulk of financial opera- 
tions it is still the guiding rule. 
Whatever the critics may say, the 
British banks have maintained a finan- 
cial equilibrium in the country during 
troubled times, that has, after all, and 
even negatively by avoiding financial 
crises, made a valuable contribution to 
industrial stability and progress. But 
more than that, they have shown an 
increasingly helpful attitude toward in- 
dustry in the last two or three years. 
Alrcidy in 1928, as compared with the 
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year before, the banks increased the 
absolute amount of credit advanced to 
their customers although the banks’ own 
cash resources were practically un- 
changed. This attitude of assistance to 
industry was maintained even during 
the difficult period of 1929 with the 
Bank of England rate raised at first 
from 4Y2 per cent. to 5'4 per cent., 
and later to 6! per cent., and while a 
severe strain was being imposed on the 
Bank of England’s gold reserve position 
by a continual drain of the precious 
metal away from the Bank. Taking the 
figures for the middle of 1929, ac- 
ceptances and indorsements by the com- 
mercial banks were £44,900,000 higher 
than twelve months earlier (when this 
item amounted to £194,400,000) or 8.9 
per cent. of the total liabilities, as 
against 4.3 per cent. two years earlier. 
The banks’ holding of investments 
also increased, offering a very real help 
in the form of increased purchasing 
power in the hands of the public, and 
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also by sustaining security values, es- 
pecially gilt-edged securities. An in- 
crease in the items of discount, loans 
and advances and money at call and 
short notice is a sign of assistance to 
industry, the more valuable in that it 
occurred at a period of depression. 
These figures are the cogent reply of 
the banks to the criticism that they do 
not sufficiently help industry. Recent 
events, however, throw a disquieting 
light on some of this assistance when 
viewed at close quarters. The Hatry 


crash, in which a large proportion of 


the commitments was with the banks, 
gave a disquieting impression of some 
banking activity. Subsequent collapses 
of other financiers in which the com- 
mercial banks were concerned have 
only added to this disquieting feeling. 
In the first place banks have a reputa- 
tion for not making mistakes; they 
obviously made some mistakes which 
have cost them several millions. In 
certain cases lending money against 
forged certificates, in another case lend- 
ing to what is alleged to be a borrower 
acting ultra vires, shows a lack of tech- 
nical exactitude and precaution which 
is surprising. But on broader grounds, 
what is more open to criticism is that 
the banks have advanced large sums of 
money on speculative financial opera- 
tions, which even if the ultimate object 
was not unconnected with the laudable 
object of industrial rationalization, was 
in the first place more characteristic of 
a precarious gamble than of legitimate 
trade or genuine industry. While the 
financial crumblings of certain groups in 
the autumn and winter of 1929 are 
very small matters, compared with the 
416 


Frs. 60.000.000 
Frs. 38.000.000 
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Branches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


aggregate of British industry or of 
British banking, the fact that members 
of the financial circle so easily obtain 
money while the sounder industrialists 
and trades, with better security, obtain 
their advances with greater difficulty 
suggests a serious defect in some part 
of the banking machinery. 

British banking has a tradition of in- 
dependence and natural aversion to in- 
terference from the state; it may there- 
fore mend its ways and frame the policy 
which the present time seems to demand. 
If it does this it will be in the tradi- 
tional method of gradualness, free from 
flourish and as a result of experiment. 
Taking the long view there is a new 
development in Great Britain which 
gives banking a new background. The 
rapid advance in industrial amilgama- 
tions which has taken place and will 
continue to take place in the next few 
years makes the branch manager's hon- 
ored and important duty of judging the 
claims and meeting the requirements of 
small local competing merchants and 
manufacturers a thing of the past. In 
proportion to the total volume of bank- 
ing business, the delicate and often per’ 
sonal nature of the local branch man- 
ager’s interviews with his clients will 
give place to round-table conferences 
between industrialists and bankers in 
directors’ rooms walled with charts and 
graphs and with sstatisticians in at 
tendance. The rationalization move 
ment in Great Britain will slowly but 
very radically alter British banking 
methods whether the traditionalists like 
it or not. Meanwhile the Royal Com: 
mission on Banking continues its in- 
vestigation in the metropolis. 
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HE officers and board 
of directors of the Fi- 
nancial Advertisers As- 
sciation will hold their mid- 
year conference in Louisville, 
where the annual convention 
will also be held, on March 
7and8. They will be guests 
of the bankers of Louisville 










on March 7, and also will be 
shown the facilities which 
that city will provide for the 
association convention in the 
fall. 

A. Douglas Oliver, adver- 
tising manager of the Provi- 
dent Trust Company of 
Philadelphia, has been ap- 
pointed general chairman of 
the program committee for 
the annual convention of 
the association, according to 
an announcement by A. E. 













Bryson, president of the 
group. 
The Louisville Central 





Committee, which will have 
charge of all local arrange- 
ments for the meeting, has 
ilso been named. It is com- 
posed of Walter Distelhorst, 
First National Bank; F. C. 
Adams, Fidelity & Columbia 
Trust Company; R. L. Wat- 
ters, Lincoln Bank & Trust 
Company; A. R. Furnish, 
Louisville Trust Company; 
R. C. Richel, Liberty Bank 
¢ Trust Company; Ralph 

Strother, vice-president 
Louisville Title Company; 
Otto C. Ruth, Jr., James C. 



















at a luncheon and « dinner . 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


MARCH, 1930 


Willson Company; and T. 
W. Vinson, Brown Hotel. 
Mr. Distelhorst is general 
chairman, with Mr. Riebel 
as chairman of the attend- 
ance committee; Mr. Fur- 
nish, arrangements; Mr. 
Adams, banquet; DeRoy 
Scott, exhibit committee; 
Mr. Strother, golf commit- 
tee; Mr. Watters, registra- 





tion and information com- 


mittee. 


To assist the local Chamber 
of Commerce in its efforts 
to lessen unemployment, the 
Putnam Trust Company of 
Greenwich, Conn., has pub- 
lished and sent out with its 
monthly statements a card 
suggesting to its customers 








THE SATURDAY EVENING POST 


Sonmary 3% 193° 


A WomMAN’s IDEA 
built the city of Troy 





Ts 181g Hanns Lord Montague had an ides. 
She muted that her husband's collars were more. 
quickly suvled than his shims. And so she made 
seme shirts with detachable collars. Then Ebenezer 
Brown, chant yf Troy, N.V had sume collars 





stant pupulanty. 
A woman's ingenious idea had founded a great 
industry. 


sives, valves, bydrants, balls, brushes and automobile 
parts. Troy is one of the great manufacturing cen= 
tery of New York, the Empire Sate, 

Troy's population is composed chiefly uf shilled 
workers of the highest type . lative bom Amer- 
made to sell in his sore, They met with almost ine — icans. Its growth has been sound and steady, for its 
industries have been gusded by men of s son, 

In keeping with the progress Troy has made in their 
ether lines, the Manufacturer's National Bank of — condit 


ber of the Marine Midland Group of banks. 

This simply means that all thuse who do bus 
ness in and with Troy now have at their dispusal 
the financial counsel, the resources and the exper 
ence of une of the largest organizauuns in America, 

The same officers who have directed the Manu= 
al Bank of Troy will continue in 
y Their invaluable ads ice on local 

available tw all. By the member= 







Today, Troy, N.¥.. stands first in the manufacte Troy has taken a step which assures Troy of bank~ ship of this baiik in the Marine Midland Group, 


wre of collars, Amung its uther products are shirts, 


ang (acsltes more extensive than i has ever known 


Troy has taken aby sep in the direction uf greater 


tnen’s chahing, surveying instruments, chains, abra- — befure. This bank has become an important mem= progress, 


MANUFACTURER’S NATIONAL BANK of TROY 


A member of the MARINE MIDLAND Group. Combined resources ever $500,000,000 
















mn. The umnenhip of each of 
by Manne Mudiued Cunpure 


Lackawanna Nawomal Rent 
Naagara County Netronal Rank & Tron Ce 
Powe 


+ 2 6 + Fit Trot Company 
+ Manufacturers National Bawh of Troy 


An excellent and unusual institutional, advertisement used 


in a publication having a nation-wide circulation. 


Head- 


line and illustration are particularly good, and the text 


carries out the impression given by them. 
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that if they plan to build, 
alter or repair, it should be 
done now to relieve the un- 
employment situation. The 
brief message is signed by 
the Greenwich Chamber of 


Commerce. 


“LEADERS of Cambridge In- 
dustry” is the title of a series 
of brochures being published 
by the Harvard Trust Com- 
pany, of Cambridge, Mass. 
Each of the series presents a 
biographical sketch of some 


Silver 


foxes sail 
to sea 


man who has played a 
prominent part in the indus- 
trial development of Cam- 
bridge. 

The first of the series 
deals with the life of Charles 
Davenport. The sixteen 
pages include an_interest- 
ingly written biography of 
Mr. Davenport, with a 
photograph of him and a 
view of the Davenport car 
works, to which he gave his 
name. 

The brochure is printed on 


‘These 238 bushy-tailed “ treasures’ 
traveled three thousand miles across the 
continent before their sturdy north- 


After seeing them all comfortably 
settled for the voyage, the Seattle fox- 
farmer came to us with complete invorces 
and balls of lading asking for payment. 

‘One of our Hamburg correspondents, 
(on behalf of a Norwegian client, had in- 
structed us to pay for this cunous cargo 


port Letter of Credit Divimon asked for 
# certificate of good health and for an 


transaction are as essential to ws as are, 


the correct figures on a check t0 you. 
‘Yet complete sets of documents are pre- 


Sending live foxes to sea is indication 
of the extenuive and varied scope of our 


in London, Paris and Mexico City: our 
subsidia’y banks in Shanghai, 


to sell abroad, or « 
we invite you to discuss it with ws, either 
in your own office of at any one of ours 


A merger of The Seaboard National Bank and The Equitable Trust Compony 
Mais Offer: 1) Broad Street, New York 
10g Broadway . go Worth Sereet - Madison Avenue at atch Street . 4: West joth Servet - Seventh Avenue at gtet Street 
Madwon Avenue ot osth Suert Madmen Avenar at rych Strom . yh# East segth Serent yor East Fordham Road 
Londen . Pare . Memeo Cry 


Tote! resources mere than $00,000,000 


An unusual but well balanced placing of illustration and 

text, art work of the steel engraving type, and interesting 

headline and text combine to make this advertisement of 

the foreign department of a New York City trust company 
outstanding. 


white coated stock with a 
cover of light brown. 


THE Sterling National Bank 
and Trust Company of New 
York has begun publication 
of a monthly review of busi- 
ness conditions. In a mes 
sage to readers, the first 
(February) issue states that 
“this monthly review of 
business interprets business 
conditions. It sifts from the 
mass of financial and com- 
mercial transactions the im- 
portant facts and gives them 
to you in a form that is 
easily understood. It shows 
the important factors which 
affect prices, profits, raw 
materials and the like. 
Through reading it you will 
be able to gain a clear idea 
of the business situation of 
the country, because it fore: 
casts future business activity. 

“Its purpose is to keep 
you informed with the ever 
changing conditions in busi- 
ness that affect income and 
profits. 

“This is one of the serv 
ices that the Sterling Na 
tional Bank and Trust Com: 
pany renders to its friends. 
From time to time we shall 
tell you of some other serv 
ices by devoting this page of 
this review each month to } 
some particular department 
of this institution.” 


THE talks which were given 
before the Investment De 
partmental Sessions at the 
Financial Advertisers Assy 
ciation convention last fall 
have been reprinted i 
pamphlet form by the ass 










ciation’s Investment Research 
committee under the title 
“How to Advertise Invest- 
ment Securities.” 

The chapters, with their 
authors, are as follows: “In- 
vestment Companies in the 
Financial System,” by Leland 
Rex Robinson, president 
Second International Securi- 
ties Corporation, New York; 
“Copy Analysis,” by Dr. 
Daniel Starch, director of 
research American Associa- 
tion of Advertising Agencies, 




































































































































































™ § New York; “Institutional 
em § Copy,” by Joseph J. Levin, 
8 § advertising manager A. G. 
ws ¥ Becker & Co. Chicago; 
ich @ “Sales Promotion for Invest: 
aw § ment Houses,” by Harry J. 
ke. Owens, of Halsey, Stuart & 
will Co., Chicago; “Layouts and 
dea Typography of Investment 
of Advertising,” by Lloyd 
ore’ B Smith, of Albert Frank @ 
ity. | Company, Chicago; “Radio 
cep § for Financial Advertising,” 
ever § by Frank LeRoy Blanchard, 
us’ § of the Cities Service Co. and 
and Henry L. Doherty, New 
York. 
each Copies of the booklet may 
Ne be secured from the associa- 
som’ tion office at 231 South La- 
— Salle street, Chicago. 
serv’ FA seRIES of short bio 
ge of S graphical sketches of men 
h ©} prominent in public affairs 
ment Bhas been printed in folder 
form by the Webster and 
Atlas National Bank of 
= Boston. The folders are 
i nine inches long by four 
pr: inches wide, and are accom: 
fall panied by a brief message 
5 “ signed by the president of 


the bank, which is printed on 
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Monuments to Success 


J HEN Rome ruled the world, the victories of Marcus 
Aurelius, best loved of her emperors, were commemor- 
ated in a great column, which after seventeen centuries still 
stands, a physical monument to the memory of a great man. 


You can build in Canada another kind of structure just as last- 
ing’ not a monument to the past. but a pledge of success in 
the tuture for yourself and your children . . . 
enduring financia) independence. 


a structure of 


‘You can build this by systematic saving through the co-oper- 
ation ot The Canadian Bank ot Commerce. 


Don’t adopt the attirude ot Micawber — 
thing to turn up” Pak, slack co keener eves your 
earnings regularly in this Bank—whether the amount be large 


or small. 


THE CANADIAN BANK 
OF COMMERCE 





A savings advertisement of a Toronto bank which presents 

a comparison of the present day with a former age. The 

illustrations carry out the comparison in an effective 
fashion. 


a single sheet of approxi- 
mately the same size. 

“We hope that you enjoy 
our series of short bio 
graphical sketches of men 
prominent in public affairs,” 
says the president’s note, 
“and that you will have this 
bank in mind when you de- 
sire to open a new deposit 
or borrowing account. The 
month of January is an ex- 
cellent time to start new 
banking relations.” 

The folder which features 
Charles G. Dawes—the tenth 
of the series—shows on the 


first page a portrait of Mr. 
Dawes and the name and 
seal of the bank. On the 
left-hand inner page are 
listed the important dates in 
his life with the reasons for 
their importance. On _ the 
right-hand page is a running 
story of Mr. Dawes’ career. 
The fourth page contains a 
list of the men thus far in- 
cluded in the series, and the 
signature of the bank. 


“To Guard Them Against 
the Things You Cannot Fore- 
see” is the title of a four 
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‘ CGEJon ONES FAMILY LY. mich)” 
a <a ae ee 


L, its 
ANNUAL MEETING 


FINANCIAL REPORT 


It’s an old family custom and though the 
Jones's laugh about it they respect it just 
the ame. 

Father, the president, reads: 

“Annual Report of the Jones Family, 
wot Inc. for the fiscal year 1929. 

“To the stockholders, greeting: 

“We are pleased to report an excess 

income over expenditures for 1929 of 
$1043.11 in addition to $300 set aside in 
the savings bank toward paying off the 
mortgage. New operating equipment 
purchased includes a radio, an electri= 
washing machine, a fox terrier and other im- 
portant items. 

“We are pleased to report that savings benk hold- 
ings of the family now totals $6423.12, and deposits 
are being made regularly. This includes a new ac- 
count for Mary Jane with assets of $9.28. 


A family habit 


“The president is proud to compliment the family 
on a record year of progress and hereby moves that 
Mrs. J. Jones, General Manager, be given a vote of 
thanks for her skilfel handling of the Contpany’s, 
affairs. 


“Respectfully submitted, J. Jones, Pres.” 


Be sure the bank has SAVINGS in its name 


— otherwise it is not a savings bank 


Look « aahla ete ert came Hyow find ton of unquesnoned safety, Bich vid (ones 
° sthdrawal 


the word * 


‘Sevings” it te a saw mn tok 


all of its assets and earnings belong to 








The savings banks of Greater New York have 
an advertising campaign to promote the savings habit, and 
this advertisement is an excellent example of this adver- 


tising. 
line show 
advertising. 


the 


variety 


Its conversational copy and human interest head- 
which may be given to savings 
Layout and typography are also exceptionally 


good. 


page trust folder distributed 
by the Minnesota Loan and 
Trust Company, Minne- 
apolis. It is printed in dark 
brown on rough paper of a 
light tan shade, with deco- 
rative touches in yellow and 
another shade of brown. 

On the first page are the 
words of the title, under- 
lined in the two decorative 
shades, and a sketch of a 
woman with her two small 
children. 

The two inside pages are 
treated as a single unit, with 
the title running across the 
top. The text explains the 
advantages of a trust agree- 


ment with the advertising 
institution and offers to send 
a booklet “Creating a Trust 
Fund” to anyone who re- 
quests it. On the last page 
are listed four kinds of trust 
agreements, each of which is 
described briefly. They are 
the testamentary trust, the 
life insurance trust, the liv- 
ing trust and the fiscal 
agency account. 


AN interesting folder adver- 
tising its safe deposit depart- 
ment has been distributed by 
the American Trust Com- 
pany of New York. The 
cover is of a paper which 


———————e 


imitates the steel of the 
vaults in appearance and in 
its glossy feeling. On it is 
printed in black the outlines 
of a vault door and the 
words, “Reserve Your Safe 
Deposit Box Now in the 
Vault of the American Trust 
Company’s New Midtown 
Office.” 

Two pages of text are 
printed in black on white 
paper. They announce the 
opening of the bank’s new 
office and its safe deposit 
vaults, giving prices for 
rental of boxes in the vaults. 


THE foreign department of 
the Central Hanover Bank 
and Trust Company, of New 
York, has issued a booklet on 
“Foreign Collection Tariff,” 
which contains rates of com: 
mission applied on all clean 
and documentary foreign 
collection items drawn in 
United States dollars. The 
booklet, which is well de: 
signed and printed, is ac 
companied by a letter signed 
by the assistant manager of 
the foreign department, em 
phasizing the important 
points brought out in the 
booklet and offering addi 
tional information to those 
desiring it. 


Tue Christmas, 1929, num 
ber of Bank Notes, the publi 
cation of the Commonwealth 
Bank of Australia which has 
been so often mentioned in 
these columns, has outdone 
any previous issue of thi 
publication. It contains fifty 
two pages, on each of which 
is reproduced one of the ut 
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usually beautiful photographs 
for which Bank Notes is 
noted. They are of various 
sizes, some Occupying an en- 
tire page, and the subjects 
are equally varied. 

The work of fourteen 
photographers is reproduced, 
and a brief paragraph con- 
cerning each of these artists 
is included in an editorial. 
“We have again succeeded,” 
says the editorial, “in accom- 
plishing something a little 
novel with our cover, for it 
is printed with watercolor 
inks. These are new, and 
are being featured overseas 
and already are in use here, 
but we believe ours is the 
frst Australian magazine 
cover to be so printed. The 
ink is soluble and will run 
if damped—so please do not 
set your teacups upon it.” 

The text of the magazine 
contains season’s greetings 
from the chairman and gov- 
ernor of the bank and news 
items from the various dis- 
tricts in which the bank has 
branches or agencies. 


Its foreign banking services 
are explained in a booklet 
issued by the Cleveland 
Trust Company. “The book- 
let,” says a brief foreword, 
f contains a brief explanation 
of the principal foreign bank- 
ing services which we per- 
form for our customers and 
friends. It also contains 
much information of value 
to those whose markets are 
world-wide. 

“Years of dealing with 
foreign ma:kets have enabled 
Us to assemble a wealth of 
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experience in the solution 
of foreign finance problems. 
That experience and the help 
of our thousands of corre- 
spondent bankers all over the 
world are at your service.” 

The booklet is printed on 
white, coated stock in black 
with decorative initial letters 
and subheads in brown. The 
cover is of cream-colored, 
rough stock, printed in the 
same two colors. 


BANK News is the name of 
a new publication telling of 


“the activities and progress 
of the banks affiliated in the 


Counace . 
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Marine Midland Corpora- 
tion.” The first issue con- 
tained six pages, nine by 
twelve inches. One was de- 
voted to a statement of the 
corporation and the others 
contained news items con- 
cerning the group and its 
members. 


A 1930 almanac has been 
issued by the Mansfield Sav- 
ings Bank & Trust Co., of 
Mansfield, Ohio. In addi- 
tion to weather forecasts, 
etc., it gives a large amount 
of local information and de- 
votes considerable space to 


CONFIDENCE 


CO-OPERATION 


Are the three outstanding factors necessary 
for continued prosperity in Americe. 

We endorse them all and invite forward look- 
ing individuals end firms to make use of our 
modem facilities and experience which ere the 
fruits of twenty-five years of solid growth 
without .merger or consolidation. 

At the Franklin Trust Company you will find 
every conservative banking service that a modern 
bank is supposed to render and our family of 
over 60,000 clients invite you to join them and 

“GROW WITH US” 


Prim 
RESOURCES 

$1,800,000.00 

SJ 

G8 oa 0 

Ge Ge oa 


FRANKLIN TRUST 


ee Oe 


ee te 
Front ond Marhet Sea. Frenkdord Ave. ond Ped St. 


Wiode AWAKE 


COMPANY 


CHESTNUT AT FIFTEENTH 


TEA MIDNIGHT 


Growth as portrayed by the size of its past and present 
buildings is pre-eminent in this advertisement of a Phila- 


delphia trust company. 


Layout and heading are addi- 


tional attractive features of this institutional advertisement. 
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describing and advertising 
the various departments and 
services of the bank. The 
latter part of the almanac 
contains an interesting his- 
tory of early days in Ohio. 


“SPEAKING Frankly to Bank 
Presidents” is the title of an 
arresting booklet written and 
published by Harvey Blod- 
gett, in which he emphasizes 
the advantages of building 
up present bank accounts in 
preference to bringing in 
new ones. The booklet was 
first published in 1919 and 
since then a number of edi- 
tions have been written by 
the author. The present one 
contains in its appendix some 


FINANCIAL 


excerpts from the original 
edition. 


AN interesting and unusual 
cover decorates the February 
number of the Teller, issued 
by the Union Trust Com- 
pany of Cleveland. A photo- 
graphic reproduction of the 
Lincoln Memorial in Wash- 
ington, D. C., has ‘been 
superimposed upon a copy 
of the Gettysburg address in 
Lincoln’s own handwriting. 


THE savings banks of New 
York have combined to pub- 
lish an attention-getting ad- 
vertisement regarding saving 
for a vacation next summer. 
The illustration shows two 


‘THE NEW YORK TIMES. MONDAY. FEBRUARY 17. 1930. 











BILLIONS TO SPEND 


W. 7% of the country’s population, New England has 8% of 


the country’s wealth 


With a national annual payroll of ten billion, eight hundred and forty- 
nine million dollars, New England's portion is one billion, three hundred 
and twenty-nine millions. 

Last year New England converted three billion dollars’ worth of raw 
materials into six billion dollars’ worth of trademarked products. 

Here is big business—new buisiness—and a progressive community with 
billions to spend, to invest. 

Closely identified with New England's progress is the National Shawmut 
Bank, through its highly-specialized service in diversified departments, and 
its goo New England correspondent banks. 


THE 


Shawmut Bank 


OF BOSTON 


NATIONAL 
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girls, one seated under a tree 
with a glimpse of sail boats 
and bathing beach in the 
background; the other, seated 
at a desk in a business office 
reading a postcard. The 
heading of the advertisement 
reads “Next summer: Will 
you sénd the postcards? . . . 
or just receive them?” The 
text, of course, deals with 
the subject of systematic sav: 
ing during the winter to 
prepare for a vacation next 
summer. It emphasizes the 
desirability of depositing the 
money in a savings bank. 


G. L. OnRsTRoM & Co. has 
reproduced in booklet form 
a group of advertisements 


FINANCIAR as 


Te 
Shawmut Corporation 
OF BosTON 


deals in bonds, bankers’ sccopessces 
aad otter securities. Lt offers its invest 
ment service to al! investors, whether 


depanars va the bank oF ot 


New York 120 Broadway 
Chicago: 120Soath La Salle Street 
Berton: 40 Water Sereet 


A local call, Canal 6190, enables you 
to talk with us in Boston 
without extra charge 


An excellent institutional advertisement run half-page size in New York newspapers telling 


of the importance of New England as a market. 


An impressive heading, brief but direct 


copy and the use of the illustration which accompanies all of the bank's advertising are out 


standing features. 





published by the institution 
in various newspapers and 
magazines to advertise the 
Tri-Utilities Corporation. 

“The most important serv- 
ice of an investment house” 
cays a one-page introduction, 
“is to protect the money of 
those who invest by giving 
sane.advice on what to buy. 
Such advice comes only from 
knowledge, experience and a 
sincere desire to serve. 

“The purpose of the Tri- 
Utilities Corporation adver- 
tising campaign, reproduced 
in this folder, is to point 
out through actual facts and 
figures why Tri-Utilities Cor- 
poration is an exceptionally 
attractive field for safe and 
profitable investment. r 

The list of publications in 
which the advertisements 
have appeared is then given. 
On the following eight pages, 
eight advertisements are re- 
produced, each occupying 
one page of the brochure. 


TRUST and executor service 
are the subjects of three 
attractive folders sent out 
by the Broadway-Merchants 
Trust Company of Camden, 
N. J. One contains on the 
first page an excerpt from a 
letter written by a widow 
in which she bemoans the 
hardship of having to settle 
the estate left by her hus- 
band. A second shows a 
picture of a woman with her 
two small children discussing 
her business affairs with her 
lawyer; the words below 
ask, “Will your family re- 
celve only 80 cents on the 
dollar... or what?” A 
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A $10,000 
a year man asks... 


one child. 
at $10,000, but his security 


of $2,500. 


to 
Hie increased lt Must with the trving Trust Company, 4 


2 Life Insurance Trust wit! and a few securities. 


positing therein his 


th 
his checking account to 


$100,000. Then he created 


ments are made directly by the 


value of his Trust 
rate of over $700» year and should 


nd greater rapidity. Mi 
omit, there will be immediately — 
$100,000 for the protection of bis family: 
psccsinteartie 


principles of insurance, the 


guards provided by the 


IRVING TRUST COMPANY 


In addition to its interesting headline, this advertisement 
of a New York trust company adds to its attention- 
getting qualities by the unusual slanted placing of its 


text. 


The use of a specific case to illustrate a general 


principle is always effective and, in this case, par- 
ticularly so. 


third: folder asks the ques- 
tion, “Is trust service ex- 
pensive?” and other similar 
questions asked by a person 
unacquainted with trust 
matters and suggests that the 
answers may be found in- 
side. 

In each case the two in- 
side pages explain the bank's 
services as trustee or ex- 
ecutor. 


TuHaT the business of banks 
can be enlarged only as the 
entire community develops 
and grows, and that banks 
are affected by prosperity 
just as surely as by depres- 
sion is the theory back of a 
campaign run by many of 
the banks in the State of 
Wisconsin and prepared and 
written by students in the 
division of Agricultural 
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the ability to meet 

Lifes Handicaps 

with the strongest 
defense, 


” JaVvings 


ina Savings Bank 


SAVINGS BANKS 

One of a series of car cards which are a part of a campaign 

for savings accounts put on by the savings banks of Metro- 

politan New York. Modified “scare” copy is used throughout 
the campaign. 


Journalism at the University 
of Wisconsin. Since the 
fundamental resource of the 
communities in that state is 
agriculture, the banks fea- 
tured in the series better 
farm practices and more 
pleasant home life. “Shop 
talk” was barred in the 
series and each advertise- 
ment dealt with a subject of 
great concern to the eco- 
nomic and social life of the 
state. The campaign was 
supervised by the agricul- 
tural committee of the Wis- 
consin Bankers Association 
and the entire series was 
printed and arranged in a 
binder and a copy was fur- 
nished free to each member 
of the association. 


In getting up the cam- 
paign the limitations of the 
small town newspapers in 
which many of them would 
be published was kept in 
mind and a simple typog- 
raphy which could easily be 
duplicated was followed. 
None of the copy was il- 
lustrated and white space 
was used generously. 


Timeliness was another 
element of the campaign. 
Each advertisement was 
marked with a release date 
—the approximate time that 
the subject it discussed was 
confronting the farmer. A 
friendly conversational tone 
was used in the copy: Head- 
lines were simple but atten- 
tion-getting; the copy de- 
tailed, yet appealing. 


THE First National Bank- 
Kentucky Title Trust Com- 
pany group of institutions, 
of Louisville, Ky., has re- 
printed in booklet form a 


a 


group of twenty-four epi 
sodes from the early history 
of Kentucky which were 
presented first by the banks 
in radio programs. The 
programs, which were called 
“Voice of the Bank” were 
presented on successive Fri- 
day evenings, beginning last 
summer. 

“We trust,” says the 
booklet, “that the reproduc: 
tion of these chapters in this 
form may be the means of 
instilling in young and old 
alike a greater love for our 
Commonwealth and its Me 
tropolis and a greater ap 
preciation of the service 
rendered by the doughty 
men and women of pioneer 
times whose fearlessness and 
devotion made possible the 
rich heritage which is ours 
to enjoy today.” 

The booklet is 4 by 9 
inches and is printed in 
brown on cream colored 
stock. The deep yellow 
cover, also printed in brown, 
contains a sketch of the 
First National Bank build: 
ing with the words “On the 
Air, The Voice of the Bank.” 


SAVINGS BANKS ofthe Apel | 


Another car card in the campaign of Greater New York 


savings banks. 


This one bears the slogan of the entire series 


which is “You Can’t Win Unless You Save!” 





The Mid-Winter Trust Conference 


United States and discussion of 

policies of administration of trust 
funds were the chief subjects brought 
before the annual Mid-Winter Trust 
Conference held under the auspices of 
the American Bankers Association, at 
the Hotel Commodore, New York, last 
month. The meeting was attended by 
more than 1500 bankers, trust officers 
and financiers from all parts of the 
United States, as well as a few from 
abroad. 

Former Governor Alfred E. Smith, 
now chairman of the County Trust 
Company, New York, was the feature 
speaker of the three-day session. Mr. 
Smith spoke at the annual banquet of 
the conference, and emphasized the im- 
portance of personal relationship be- 
tween the banker and customer. 

“How do you treat the fellow that 
you are dealing with?” he asked. “How 
do you meet him? What frame of 
mind do you leave him in?” 

“We are acquiring too much in this 
country,” he continued, “the habit of 
talking over the head of the man on the 
street, the ordinary fellow. Nobody 
likes to admit that he doesn’t under- 
stand anything. Why put him in that 
position? Why not make it awfully 
plain to him? Start now. He won't 
be offended. 

“On the contrary, he will think that 
you have a better understanding of 
him. ; 

“All of our business is built on con- 
fidence, the confidence that the man 
that is dealing with you has in your in- 
stitution, in your ability, in your in- 


Poste of trust service in the 


tegrity, and above all, in your desire to. 


treat him right. And the easiest way 
to have him retain all of that regard 
_ for you is to write to him in plain 
English, and talk to him in the very 
ordinary language that the man on the 
street understands and is not limited to 
public accountants or to people who, 
by »rofession, for years have been pre- 
7 


paring statements that they do not ex- 
pect anybody to understand. 

“Away back in, I think, the late 
°80’s, or the early “90's, I was an office 
boy in an oil house on Front street. I 
remember the banking of those days. 
I ran from Peck slip and Front street to 
the Chemical Bank at Broadway and 
Chambers street with two checks, and 


ALFRED E. SMITH 


Former Governor of New York State, 

and chairman County Trust Company 

of New York, who spoke at the Mid- 
Winter Trust Conference. 


There was 


ran all the way back again. 
no such service as is given today. See 
what the trust company does for the 


man of today. It understands him and 
desires him to take advantage of that 
service. All you have to do is take what 
you own in this world and give it to 
the trust company, get a receipt for it, 
and go home. They clip the coupons 
and deposit them for you. They will 
take the check for the stock dividends, 
and if it doesn’t come along, they will 
write to the fellow that ought to send 
it and ask him to step up and see the 
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OFF 
AROUND 
THE WORLD 
AGAIN 


For five months de- 
signers, color specialists, paper experts 
and skilled engravers have been en- 
gaged in producing A-B-A Cheques in 
the improved smaller form. 

Their efforts have been concentrated 
on making a Cheque of outstanding 
beauty and safety. Now, the task has 
been completed and the’ Cheques are 
coming from the presses . . . hundreds 
of thousands of them every day. 

For twenty years A-B-A Cheques 
have been noted for their safety fea- 
tures. But modern engraving has es- 
tablished new standards of safety, and 
bankers who have seen specimens of 
the Cheque in its new form declare 
that ‘no negotiable instrument is more 
difficult to counterfeit."” Soon these 
new A‘B-A Cheques will start on 
their travels throughout the world. 

The name of your bank will appear 
on these Cheques. This exclusive fea- 
ture not only makes the A-B-A Cheque 
attractive to your customers but in 
addition, it furnishes vour bank with a 
medium of world-wide publicity. 

Your name on A‘B:A Cheques is 
carried to the four quarters of the globe. 


A:B-A CHEQUES 
CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF THE 
AMERICAN BANKERS ASSOCIATION 


doctor. You don’t have to worry 
about it. All the old time long-hand 
bookkeeping that people went through 
years ago has been wiped out by this 
extraordinary service that we find given 
today by the trust companies. 

“The great thing is to make that un- 
derstood. There are still a lot of people 
with the old tin box in their house. 
There are still a lot of people with the 
little iron safe under their beds. There 
are still a lot of people cutting the 
coupons themselves and there are still 
a lot of people worrying about the 
quarterly dividend checks. There are 
still a lot of people carrying some se- 
curities that are no good. There are 
some people that are entitled to certain 
rights on what they have that is good 
but they never find out about it. There 
is no doubt about that. 

“The thing to do is to make service 
of the trust companies so universal and 
so understanding that it becomes in the 
nature of what you might call a public 
service, as we recognize the public serv- 
ice that is granted under charter from 
the state in the exercise of a franchise, 
because after all a trust company and a 
bank are the exercise of a franchise 
from the state. They operate only with 
the authority and under the police 
power of the state. 

“So all it requires is to give that gen- 
eral universal information and to treat 
the people that come to deal with you 
in such a way that they can go to their 
neighbors and explain the service that 
they are getting. That is being ac- 
complished, as can be readily under- 
stood from the great growth of this 
business in a period of thirty years with 
such remarkable rapidity.” 


NEW RECORDS SET IN TRUST SERVICES 


New records for service by trust 
companies were established in every de- 
partment during the last year, reported 
Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New 
York, in the opening address of the 
convention. Mr. Sisson based his ad- 
dress on the nation-wide survey of 





CAPITAL AND SURPLUS 
$6,500,000 


ALLAN FORBES 
PRESIDENT 


State Street Trust Company 


BOSTON 


A NEW ENGLAND INSTITUTION 
FOR 
EVERY TRUST AND BANKING SERVICE 


trust activities conducted by the Trust 
Company Division of the American 
Bankers Association. 

Reports from half the trust com- 
panies in the United States, he said, 
showed that in 1929 a trust company 
was appointed executor or trustee in 
the case of 60,036 estates, an increase of 
35 per cent. over 1928, when 44,375 
appointments were recorded, and more 
than double the 1927 record of ap- 
pointments, which totaled 29,814. 

“Nor has this growth been in num- 
bers of trusts alone,” he continued. 
“There is unmistakable evidence that 
the demand for trust service has been 
keeping pace, step by step, with the 
growing prosperity of the nation. Dur- 
ing 1929 there were 1086 estates of 
over $1,000,000 for which banks and 
trust companies were named executor 
or trustee, as compared with 622 in 
1928. This was an increase for 1929 
of 464 in the number of $1,000,000 
estates entrusted to corporate fiduciaries. 

“To put it another way, in a single 
year hanks and trust companies were 
named executor or trustee for an ag- 


gregate of well over one billion dollars 
of estates, each of $1,000,000 or better, 
and the increase in 1929 in the value 
of estates created in this class was ap- 
proaching half a billion dollars. 

“The figures indicate, furthermore, 
that once engaged in providing trust 
services, banks and trust companies can 
expect a recurring volume of business 
of almost unbelievable magnitude as the 
reward of enterprise and as the measure 
of public confidence. . . . 

“Impressive as are the figures re- 
ported for 1929, it must be remembered 
that they represent but a part of the 
total trust business entrusted to the 
corporate fiduciaries of the country dur- 
ing the year. Statistics were obtained 
from less than half of the trust com- 
panies and banks that have trust de- 
partments. Also there are many ap- 
pointments of which the institutions 
named are not yet aware. What the 
complete totals for 1929 would show 
challenges the imagination. 

“The figures actually compiled never- 
theless are tangible evidence of the 
magnitude of the trust business in this 
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country. They are cold, hard facts 
and yet they understate the case. 

“Of even greater significance than the 
actual increases, however, is the rapid 
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Francis H. Sisson 
Vice-president the Guaranty Trust 
Company of New York, who spoke at 
the conference. 


rate of growth in the number of testa- 
mentary appointments reported by 
banks and trust companies. With the 
reports for the last year compiled, it is 
possible to look back over a period of 
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seven years. In this short period, the 
total appointments reported have grown 
annually from less than 6000 in 1923 
to more than 60,000 for the twelve 
months of 1929. ; 

“There is another significant phase to 
the growth of trust service which is not 
revealed in these statistics. If you were 
to look into the probate court records 
in the different parts of the country it 
would doubtless be a revelation to learn 
of the men and women, famous, 
wealthy, and distinguished in many 
fields of human endeavor, who have en- 
trusted the settlement of their estates to 
trust institutions. If all of these ap- 
pointments could be marshalled together 
they would indeed make an impressive 
‘Trust Service Hall of Fame.’ The 
roster would include powerful financiers 
whose wealth was measured in mil- 
lions; big bankers and directors of giant 
corporations; famous artists and sculp- 
tors; inventors of renown, engineers and 
railroad presidents; educators, authors 
and playwrights; senators, congressmen 
and cabinet members; captains of in- 
dustry, founders of huge enterprises, 
and leaders in almost every field of 
activity in the business world. 

“The business integrity and sound 
collective judgment which trust institu: 
tions bring to estate administration is 
gaining increasing recognition among 
business men of prominence. Much 
evidence of this growing appreciation 
of the facilities of corporate fiduciaries 
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may be found in reviewing wills filed 
in recent years. Many of these instru- 
ments not only have empowered execu- 
tors and trustees to sell and make re- 
investments, but have authorized them 
to retain original investments of the es- 
tate or operate business enterprises so 
long as their judgment considers it 
advisable to do so.” 


GETTING THE RIGHT START IN THE 
TRUST FIELD 


Gilbert T. Stephenson, vice-president 


of the Equitable Trust Company of 
Wilmington, Del., also spoke at the 
first session of the conference on “Get- 
ting the Right Start in the Trust Field.” 
He stated that there are about half a 
dozen super-trust departments in the 


United States which have personal 
trust assets in excess of $1,000,000 and 
that the only other billion-dollar trust 
corporation in the world is the Public 
Trustee of England. About a fifth of 
all the trust companies in the country, 
he said, have assets of between $10,- 
000,000 and $100,000,000, and prob- 
ably seven-tenths of all companies have 
$10,000,000 or less of assets. 

_ Mr. Stephenson stated that the most 
Important part of any trust depart- 
ment is the man that heads it, and sug- 
gested that law schools should provide 
a fertile field for finding young men 
who could be trained to become splen- 
did trust officers. He also emphasized 
the importance of having a local man 
head a trust department which is just 
Opening, and advised the adherence of 
the new department to trust practices 


already established in the community in 
which it will operate. 

A. F. Young, vice-president of the 
Guardian Trust Company of Cleve- 
land, Ohio, laid out an organization 
chart for the formation of a trust com- 
pany. He regarded it as essential to 
ideal functioning that a trust depart- 
ment be divided into four main di- 
visions: executive, administrative, serv- 
ice and operating. He stressed the im- 
portance of relieving all officers of 
clerical work, so that they could have 
the time to listen patiently to the prob- 
lems of clients. 


ESTATE ANALYSIS SERVICE 


“By ‘Estate Analysis Service’ we 
mean the examination of facts with ref- 
erence to the property of the estate 
owner and his earning capacity, the 
purpose of the examination being to 
enable him to secure a more complete 
understanding of his own estate prob- 
lems and to aid him in reorganizing his 
estate so that his real objectives for his 
beneficiaries and himself may be sub- 
stantially realized.” 

With this definition, John J. Graeber, 
Jr., vice-president Equitable Trust Com- 
pany of New York, outlined three as- 
pects of this service: first, the reasons 
for estate analysis service; second, meth- 
ods employed in estate analysis service; 
and, third, conclusions drawn from ex- 
perience to date. 

Under the third he stated, in part: 

“During the year 1929 our experi- 
ence indicated that the average amount 
of the general estate under the will in 


22 
J ») 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


those cases in which a written analysis 
was made was 209.4 per cent. greater 
than the average amount of the general 
estate in those cases in which no written 
analysis had been made; during the 
year 1929, the average amount in each 
insurance trust was 47.9 per cent. 
greater in those cases in which a written 
analysis had been made than in those 
cases in which no written analysis had 
been made when the business was so- 
licited. 

“We are not attempting to draw any 
definite conclusions from this experi- 
ence in 1929 because it may be possible 
that these results were merely acci- 
dental; it may be possible that the field 
representative just happened to be deal- 
ing with prospects of larger general es- 
tates and greater amounts of insurance 
in most of the cases submitted for 
analysis than in connection with the 
cases which he closed without the use 
of written analysis reports. 

“We believe that our experience in- 
dicates that the cases selected for an- 
alysis should be those of reasonable size 
and those in which the information is 
as complete as possible, and those in 
which there is a real desire on the part 
of the prospect to see the results of an 
analysis in writing; this does not mean 
that you must refuse to analyze a case 
merely because it is not a large one; 
factors other than present size must be 
taken into consideration, such as age 
of the prospect, his chances for ad- 
vancement, his earning capacity, his ob- 
jectives for his family, etc. 

“We believe that it is reasonable to 
suppose that the solicitor is placed in a 
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stronger position when a thorough an- 
alysis has been made because the 
prospect feels that his case has had con- 
sideration by more than one individual. 

“If you use the estate analysis method 
of soliciting new trust business and you 
really desire that this service be effec- 
tive, we have come to the conclusion 
that all of those who are engaged in 
advising the prospect must be willing 
to place themselves in the position of 
the prospect and consider the case from 
his point of view almost entirely; we 
believe that this is the attitude that the 
trust officer, the trust solicitor, the life 
underwriter, and the attorney must take 
if they are to be really successful in co- 
operating with the estate owner in the 
solution of his problem.” 


CO-OPERATION OF DIRECTORS NEEDED 
“The whole-hearted co-operation of 
the directors is a vital need of a trust 
department,” said Channing H. Cox, 
vice-president First National Bank of 
Boston, in an address on the subject 
“How the Board of Directors Can Aid 
in the Development of Trust Business.” 
“It is likely to get business only in the 
degree which it receives such co 
operation and, naturally, a trust depart: 
ment must get business before it can 
apply any of the excellent theories of 
which so much is said and written. 
“First of all a director should know 
the scope of the trust department work. 
It seems necessary to have a standing 
trust committee so that there may be 
continuity of policy and that there may 
be some familiarity with particular 
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trusts where there are special problems 
to be worked out. If additional mem- 
bers are assigned to sit with the trust 
committee in rotation there is then op- 
portunity for all to have a more in- 
timate knowledge of trust work. I 
learned of a bank recently where each 
director kept in touch with the man- 
agement of one estate and in that way 
became familiar with the general poli- 
cies of the department. 

“In these days when the number of 
living trusts and agency accounts is 
growing so rapidly directors can render 
a great service by giving the investing 
oficers information about special situa- 
tions in which they have first-hand 
knowledge. If directors are specially 
trained in the investment field their ad- 
vice as to the trend of general business 
and its likely effect upon security prices 
is of great value as is also their opinion 
as to whether funds in hand should be 
permanently invested or placed in se- 
curities with short maturities. 

“A director can be of help on special 
Occasions as when recently a director 
in a similar line of business advised as 
to the liquidation of a decedent’s busi- 
ness to the great advantage of the bene- 
ficiaries. I have in mind another in- 
stance of an offer for the stock in a 
comparatively small corporation held by 
a trust department. A director with 
special knowledge of what was trans- 
piring interested himself for the depart- 
ment and obtained an offer of $50 a 
share higher for the same stock. . 

“The officers of a trust department 
are naturally eager to see its business 
grow. Sometimes they become too 
eager to do things for their customers 
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that should more properly be done by 
others. If a director be a lawyer he 
can, by interesting himself in the trust 
department, help restrain over-zealous 
officers from transgressing the line which 
should separate fiduciary functions from 
those which should rightfully be per- 
formed by lawyers and thus help pre- 
serve better feeling between corporate 
fiduciaries and members of the legal 
profession. . . . 

“A director can help his institution 
by satisfying himself at the close of 
each year that the departments of his 
bank, including the trust department, 
have been operated upon a_ proper 
charge basis. I know that a contrary 
theory is sometimes followed and that a 
new department is started without re- 
gard to what it: costs in the hope that 
eventually a sufficient volume of busi- 
ness may be developed that somehow a 
profit may follow. The time to make 
sure that a trust department is making 
proper charges is all the time. Bank 
oficers need to be encouraged and 
spurred on, and they need no less 
cautionary supervision. A director can 
render a fine service to his institution 
in asking his officers to give an ac- 
counting of their stewardship and first 
of all justify the operations of each de- 
partment. 

“As a rule directors have a closer con- 
tact with the public. They frequently 
have opportunities to correct erroneous 
and unfounded impressions of the prac- 
tices of corporate fiduciaries. They can 
correct the impression sometimes found 
that banks and trust companies desire 
trust and estate funds so that they can 
use them in their own underwritings 
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and also to enrich the profits of their 
securities department through purchases 
and sales. They can say to their friends 
that a rigid rule is adopted by all lead- 
ing corporate fiduciaries not to profit in 
any manner, directly or indirectly, from 
their trust funds except from the usual 
commission for the performance of such 
service. A director by expressing and 
showing his belief in his own bank may 
be the greatest potential source of trust 
business that can be possible. He can 
call attention to the merits of a trust 
department in places where a_ bank 
officer cannot get an audience. The 
intelligent and devoted interest of a 
director may be worth many sales com- 
paigns in attracting new business for 
the trust department.” 


THE UNIFORM TRUST 


The uniform trust plan, as it is op- 
erated by the City Bank Farmers Trust 
Company of New York was outlined by 


James H. Perkins, president of the com- 
pany, in his address, which follows, in 
part: 

“On the first Wednesday of each 
month the trust company will take 
trusts of this character and place their 
money in a mingled fund. In order 
that each participating trust in the fund 
shall have its proper proportion, the 
fund is divided into units of an original 
value of one dollar. The trust is valued 
as of the first Wednesday of each 
month, and each trust that participates 
is allotted on our books its proportion 
of that’ fund in units. In other words, 
let us assume that a man puts in $10, 
000 the first Wednesday of January, 
and by the first Wednesday of March 
the trust has increased in value. The 
man who puts in $10,000 in March 
would be credited with a smaller num- 
ber of units than the man who puts in 
his money on the first Wednesday of 
January. The result of this is that 
everybody comes into the fund at par, 
but every opening day the value of the 
fund changes either for better or worse, 
and those coming in have exactly the 
same financial relation to the fund as 
the then value of those who have pre- 
viously established trusts. The unit 
method is simply an accounting device 
used to establish the value of each trust 
in the mingled fund at any specific 
time. 

“At this point I should like to say a 
word about the investment management, 
which is carried out in this manner: 
Every morning the senior officers of the 
trust company have on their desks 
a copy of the trust with the invest- 
ments at cost and at market, with a 
statement showing the proportion of the 
various classes of investment; as, for 
instance, x per cent. in domestic bonds, 
x per cent. in foreign bonds, x per cent. 
in preferred stocks, industrial common 
stocks, rail common stocks, or public 
utility stocks. Every Wednesday a 
committee of the directors goes over this 
same report, discusses the policy to be 
pursued, and each individual holding 
in the fund. The diversification is at 
tended with care, not only in relation 
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to the kind of security, but in relation 
to the industry under consideration. In 
this way, the maker of the trust re- 
ceives large diversification and the most 
careful scrutiny of his investments. 
There are no limits placed on the 
trustee, who may invest as he deems 
best; but, as a matter of practice, the 
policies are those that would naturally 
and automatically cover the investments 
of a trust of this character. 

“The trust provides that the income 
paid to the beneficiary may be at such 
rate as the trustee determines. It is the 
belief of the organization that the cur- 
rent return will at least equal that of 
any well chosen, diversified fund. What- 
ever earnings are made in excess of 
those paid out to the beneficiary are 
added to the fund and increase the 
value of the units which the maker of 
the trust holds. As and if the value of 
the units increases, the maker of the 
trust gets paid on the value of his hold- 
ings at the time payment is made. As 
an example, if a man puts $10,000 into 
the fund and the value of his trust in- 
creases to $12,000 and the rate paid 
should be 5 per cent., he would receive 
5 per cent. on $12,000 when the fund 
was worth that figure, or in that par- 
ticular case 6 per cent. on his original 
investment. 

“In regard to the beneficiary, trusts 
may be established for the benefit of an 
individual, in a joint tenancy form, and 
for a corporation. The trust created 
for the benefit of an individual con- 
tinues during the life of the bene- 
ficiary unless sooner terminated by the 
beneficiary or trustee. Following the 
death of the beneficiary the trustee will, 
Within thirty days, after the presenta- 
tion of a Surrogate’s certificate evidenc- 
ing the appointment of an executor or 
administrator, together with the declara- 
tion of trust and such waivers from the 
governmental tax authorities as may be 
required, pay over to the executor or 
administrator the net worth of the trust. 

“Fr ists may be established in joint 
tenancy form so that they need not 
Necessirily terminate upon the death of 
one o! the beneficiaries. ‘When trusts 
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are established in joint tenancy ar- 
rangements can be made to have the 
income paid to either or both of the 
joint beneficiaries during their lives, 
and upon the death of one of the trust 
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James H. PERKINS 
President City Bank Farmers Trust 
Company, New York, who spoke at 
the Mid-Winter Trust Conference. 


will continue for the benefit of the sur- 
vivor unless, of course, it is sooner 


terminated by revocation. A trust to 
be established in joint tenancy form 
should read, for example “John A. Doe 
and Mary B. Doe and the survivor of 
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them as joint tenants.” Upon the 
death of one of the joint tenants the 
trust will be subject to inheritance tax 
in the same manner that jointly owned 
property is taxable in the particular 
state of which the decedent was a resi- 
dent. 

“When a uniform trust is established 
in joint tenancy form either of the joint 
beneficiaries may exercise all rights or 
powers with relation to the trust. 

“If a trust is to be established for 
the benefit of a corporation, the cor- 
poration in question should send to the 
trust company a copy of its articles of 
incorporation, a copy of its by-laws, 
and a certified copy of the resolution 
of its board of directors specifically au- 
thorizing the investment and giving cer- 
tain officers power to execute such 
papers as may be necessary in connec- 
tion with the establishment, assignment, 
or revocation of the trust. 

“The trust may be revoked on the 
first Wednesday in any month, and not 
later than thirty days after the trustee 
has received notice of the desire to re- 
voke the trust it shall pay over to the 
beneficiary or his assignee the net worth 


of the trust fund on the date as of 
which revocation is made, that is, upon 
the next ensuing first Wednesday in 
the month. Upon the revocation of 
any trust the beneficiary is entitled to 
a proportionate share in profits realized 
and income collected and accrued, to- 
gether with an amount representing 
the proportionate interest of his trust 
in the then current market value of the 
securities held for the account of all 
the uniform trusts. 

“Further than that, the beneficiary 
may revoke a part of his trust. There 
is a provision in the trust that at the 
option of the trustee the beneficiary 
may be paid either in cash or in se 
curities. Further, there is a provision 
that in case there is held in the trust a 
security which is not immediately sal- 
able the trustee may issue its certificate 
of beneficial interest in that security, to 
be liquidated at such time as the trustee 
finds possible, or thinks wise. 

“The total income earned by the 
trustee for the account of each uniform 
trust will be set forth on a statement 
and mailed each year to the beneficiary 
in ample time to enable him to incor: 
porate the figures in his personal in- 
come tax return for the preceding 
calendar year. The total income earned 
with relation to each uniform trust will 
be properly subdivided for entry upon 
the return under the sources specified 
thereon. These figures will include all 
income collected and profits realized for 
the account of the trust, whether or not 
distributed. A method has been de- 
vised through a mathematical formula 
whereby an accurate allocation of in- 
come and profits may be made among 
the trusts in operation under the 
plan. ‘ 









What’s Going On 


and George J. Smith, formerly assistant vice- 
presidents, have been elected vice-presidents; 
and C. F. Kuehnle, Jr., Thomas G. Wilson, 
G. Henry Olson, G. J. Chartier and A. J. 
Mulroney have been made assistant vice- 
presidents. 

















PROMOTIONS AND CHANGES 


Joseph _R. CarPENTER, Jr., treasurer of the 
Pennsylvania Company for Insurances on 


or ; : At the Chicago Trust Company, Chicago, 
Lives and Granting Annuities, Philadelphia, 


Frank R. Curda has been promoted from as- 
sistant vice-president to vice-president and 
William T. Anderson from secretary to sec- 
retary and cashier. 


Harry H. RevMan has been elected chair- 
rin of the board of the Times Square 
Truct Company of New York. 
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JosEPH R. CARPENTER, JR. 


Recently elected vice-president of the 
Pennsylvania Company, Philadelphia. 





and Richard E. Hanson, assistant to the 
president, have been made _ vice-presidents 
of the Pennsylvania Company. 

RICHARD E. HANSON 
Newly elected vice-president of the 


HARLTON B. Hipparp has been appointed Pennsylvania Company, Philadelphia. 


a vice-president and J. J. Buckley and 
Robert G. Rouse second vice-presidents of 
the Guaranty Company of New York. Mr. 
Hibbard has been vice-president, treasurer 
and a director of Peabody, Smith @& Co., 
Inc., Mr. Rouse was assistant manager of the 


ag buying department, and Mr. R |. PyiHowER, formerly manager of the 
uckley, manager of the investment ad- 


Sikery deiant credit department of the Ohio State Bank & 
Y Trust Company, Akron, has been elected 


CuHarLes W. Cary has been promoted from 
assistant trust officer to trust officer of the 
Plaza Trust Company, New York City. 












E. P. VoLLeRTSEN, formerly vice-president 
and comptroller, has been elected vice- 
President and cashier of the National Bank 
of the Republic, Chicago; Robert R. Mentz 


assistant vice-president and credit manager. 
For several years Mr. Philhower was in cfedit 
and industrial loan work with the Equitable 
Trust Company and the Irving Trust Com- 
pany of New York. 
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S. StoaNe Cot has resigned as a vice- 
president of the National City Bank of New 
York and has been elected a vice-president 
of Bankers Trust Company, New York. Mr. 
Colt was a vice-president of the Farmers’ 
Loan and Trust Company until it was taken 
over by the National City last year. 


Harry H. Ponp has announced his resigna- 
tion as a vice-president of the Chase National 
Bank of New York, effective April 1. He 
plans to continue as president of the Plainfield 
Trust Company, Plainfield, N. J., and to de- 


vote more time to travel and recreation. 


MICHAEL L. JALKOFF has resigned as a vice- 
president of International Germanic Trust 
Company of New York and has been elected 
a vice-president of the Bank of United States, 
New York. Mr. Jalkoff has been in the fur 


MICHAEL JALKOFF 


Newly elected vice-president Bank of 
United States, New York. 


industry for many years and has also been 
identified with banking activities. He has 
been a member of the advisory board of 
Manufacturers Trust Company for nearly ten 
years, and a director of the Dewey Bank of 
Brooklyn and of the Century Bank of New 
York. 


Harry A. TRAUTMANN, formerly assistant 
secretary, has been appointed assistant vice- 
president of the Central Hanover Bank and 
Trust Company of New York. He has been 
with the bank since 1919. 


Hunter S. Marston, who has been vice- 
president of the Bancamerica-Blair Corpora- 
tion and its predecessor, Blair & Co., Inc., 
New York, for the last ten years, and a 
member of the organization since 1908, has 


Hunter S. MARSTON 


New president of Bancamerica-Blair 
Corporation, New York. 


been elected president of the Bancamerica- 
Blair Corporation to succeed Elisha Walker, 
recently elected chairman of the board of 
Transamerica Corporation. Mr. Marston is 
the son of Edgar L. Marston, who was one 
of the original members of Blair & Co. 


NEW DIRECTORS 


Harry M. Brair, president of the Asso- 
ciated Bond & Share Corporation, and A. J. 
Walter, a partner in A. S, Kleeman @ Co., 
have been added to the directorate of Plaza 
Trust Company, New York. 


DEATHS 


Harry Taccart HALL, vice-president of the 
Bank of Manhattan Trust Company, New 
York, died suddenly in Chicago on February 
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1. Mr. Hall began his business career with 
the First National Bank of East Liverpool, 
Ohio, and later organized the Dollar Savings 
Bank Company of the same town. He later 
entered politics and served as superintendent 


Harry T. HALL 
Vice-president of the Bank of Man- 
hattan Trust Company, New York, 

who died recently. 


of banking for the State of Ohio. In 1917 
he was elected vice-president of the Mer- 
chants National Bank of New York and 
when that bank was taken over by the Bank 
of Manhattan Company he joined the latter 
institution. 


Frank G. WEBSTER, senior partner of 
Kidder, Peabody & Co., and dean of Boston 
bankers, died recently at his home in Bos- 
ton at the age of 89. 


Merritt N. WILLITS, Jr., vice-president 
and director of the Corn Exchange National 
Bank and Trust Company, of Philadelphia, 
died February 5 at his home. 


ALFRED J. O'KEEFE, a vice-president and 
trust officer of the Fifth Avenue Bank, New 
York, died recently at the Fifth Avenue 


Hospital, New York. He was 45 years old. 


AsaE. E. Apams, president of the First Na- 
tional Bank and the Dollar Savings & Trust 
Co., of Youngstown, Ohio, and a former 
President of the Ohio Bankers Association, 
died recently. 


ADVERTISING CHANGES 


H. B. MattHeEws has resigned from S. W. 
Straus & Co., New York, where he has 
been vice-president and director of advertis- 
ing, to open his own office as consultant in 
advertising and public relations. He was 
on the editorial staffs of several metropolitan 
newspapers prior to joining S. W. Straus 
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James S. BaLey, who until recently con- 
ducted a financial advertising agency in San 
Francisco, has become advertising manager of 
the Central Trust Company of Illinois, Chi- 
cago. He was at one time advertising man- 
ager of the National Bank of the Republic, 
Chicago. 


Leon B. LuscHER, a member of the staff of 
the Los Angeles office of Doremus & Com- 
pany, advertising agency, has been made 
head of the financial advertising department 
of that office. 


THE Boatmen’s National Bank, and its in- 
vestment afhliate, the Boatmen’s National Com- 
pany, of St. Louis, have appointed Beecher- 
Cale-Maxwell, Inc., advertising agency of that 
city, to direct their advertising accounts. 


Pau H. Myrick, formerly with the Collins 
Service and with N. W. Ayer & Son, Inc., 
has joined Rudolph Guenther-Russell Law, 
Inc. He is attached to the Philadelphia office 
as a specialist in bank advertising. 


NEW BANKS 


THE American Express Bank and Trust Com- 
pany, being organized by the American Ex- 
press Company of New York, which is con- 
trolled by the Chase Securities Company of 
New York, is remodeling the ground floor at 
65 Broadway, now occupied by the travel de- 
partment of the company, to be used chiefly 
tor banking purposes. 


THE Hellenic Bank Trust Company of 
New York opened for business last month at 
51 Maiden Lane. It has a capital of $1,- 
000,000, surplus of $300,000 and reserves of 
$200,000. John Plastropoulos is president; 
Demosthenes Megalides, secretary; and Epa- 
minondas Kaperonis, treasurer. A. Darmos, 
New York agent of the National Bank of 
Greece, Athens, is a director of the new 
institution. 





THE BANKERS MAGAZINE 


ASSOCIATION ACTIVITIES 


J. R. Kraus, vice-president and executive 
manager of the Union Trust Company of 
Cleveland and president of the Reserve City 


J. R. Kraus 


Vice-president Union Trust Company 

of Cleveland, who is in charge of 

preparations for the A. B. A. conven- 
tion in Cleveland. 


Bankers, has been chosen chairman of the 
executive committee in charge of preparations 
for the annual convention of the American 
Bankers Association, to be held in Cleveland 
September 29 to October 3. 


B. A. Morton, vice-president of the Central 
Hanover Bank and Trust Company, New 
York, has been elected president of the 
Corporate Fiduciaries Association of New 
York City. Boyd G. Curts of the New 
York Trust Company has been named vice- 
president and Howard B. Smith of the 
Chemical Bank and Trust Company, secre- 
tary and treasurer. 


Watter W. Heap, president of the Fore- 
man-State National Bank, Chicago, has been 
named chairman of a committee on economic 
policies of the Illinois Bankers Association. 
The purpose of the committee is to give 
consideration to questions involving eco- 
nomic and financial policies, including both 


Federal and state taxation, and to assist the 
association in determining its policy in these 
matters. The committee is made up of 
prominent bankers of the state. 


A CONFERENCE on bank management prob- 
lems for the banks of the Southern states 
will be held in Atlanta March 25 and 26 
under the joint auspices of the Commission 
on Banking Practices and Clearinghouse 
Functions of the American Bankers Asso- 
ciation and the state bankers’ associations 
of Alabama, Florida, Georgia, Kentucky, 
Louisiana, Mississippi, North Carolina, South 
Carolina and Tennessee. The presidents of 
the state banking associations and the head 
of the Atlanta Clearinghouse Association 
will serve as the committee in charge. 


‘SECURITY AFFILIATES 


THE Webster and Atlas National Bank, of 
Boston, has formed the Webster and Atlas 
Corporation, which will conduct a general in- 
vestment business at 199 Washington street, 
Boston. Henry P. Briggs, formerly vice- 
president of the Atlantic Corporation, is 
president of the new corporation. Raymond 
B. Cox, president of the bank, will serve as 
chairman of the board. 


ARRANGEMENTS have been completed for the 
Mortgage Bond and Title Corporation of 
Baltimore to take over the mortgage business 
of the Chemical Bank and Trust Company of 
New York, which was conducted by the 
United States Mortgage and Trust Company 
prior to its merger with the Chemical. 
Through the transaction the Mortgage Bond 
and Title Corporation, through its subsidiary, 
the Mortgage Bond Company of New York, 
will take over the management of $12,000, 
000 of mortgages on properties in sixty-two 
cities of the United States. The Chemical 
Bank and Trust Company will become a 
minority stockholder in the Mortgage Bond 
and Title Corporation. 


CHAINS, GROUPS, BRANCHES 


Tue First Bank Stock Corporation, of 
Minneapolis and St. Paul, has announced 
the affiliation of three Minnesota and North 
Dakota banks, bringing the total of its group 
to ninety-two institutions in the Ninth Fed- 
eral Reserve District. Deposits of the group 
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are $366,000,000 and total resources in ex- 
cess of $459,000,000. 

The new affiliates are the Freeborn County 
National Bank and Trust Company and the 
North Side State Bank, both of Albert Lea, 
Minn., and the First National Bank in 
Neche, N. D. 


Tue Empire National Bank, the third 
largest bank in St. Faul, has joined ninety- 
four other banks and trust companies in 
the Northwest Bancorporation group. The 
Empire National has capital of $350,000, 
surplus and undivided profits of $203,574, 
deposits of $4,857,425 and resources of 
$5,472,191. Combined resources of the 
group are now $478,000,000. 


THE National City Bank of New York will 
open soon four new uptown branches in 
Manhattan. Locations will be at 141 East 
23rd street, near Fourth avenue; Seventh 
avenue at 23rd street; Park avenue at 96th 
street; and 205 East 42nd street, in the new 
Daily News building, just east of Third 


avenue. 


MERGERS 


STOCKHOLDERS of the Pennsylvania Company 
for Insurances on Lives and Granting Annui- 
ties and of the Colonial Trust Company, both 
of Philadelphia, will vote this month on a 
proposed merger to be consummated by the 
exchange of two shares of Pennsylvania Com- 
pany stock, with a par value of $10, for one 
share of Colonial Trust stock, of $50 par. 
Under the plan recommended by the direc- 
tors, the merged institution will use the name 
of the former, the Colonial Trust losing its 


identity except for its title insurance and real 
estate operations. Combined balance sheets 
of the two companies as of February 1 show 
capital and surplus of $45,136,000, deposits 
of $165,812,045 and total resources of $223,- 
189,371. The consolidated institution will 
thus be the largest state-chartered banking 
institution in Pennsylvania. 

C. S. W. Packard, president of the Penn- 
sylvania Company, will head the new institu- 
tion, and William Fulton Kurtz, president of 
the Colonial Trust, will become a_ vice- 
president. 


Directors of the Transportation Bank and 
the Congress Trust and Savings Bank, of 
Chicago, have voted to unite under the name 
of the latter.. George C. Jewett, president 
of the Transportation Bank, will become vice- 
chairman of the board of the merged bank. 


STOCKHOLDERS of the National City Bank 
and the Franklin-American Trust Company 
of St. Louis will vote on a merger of the 
two -under the name of the latter. Com- 
bined resources of the two banks are $46, 
000,000. 


BANK BUILDINGS 


Hotmes & WINsLow, New York architects, 
report that they are preparing plans for build- 
ing an addition to and renovating the pres- 
ent building of the Birmingham National 
Bank of Derby, Conn., and the Ossining 
Trust Company, of Ossining, N. Y. Changes 
in the former will be extensive and will pro- 
vide additional working space, a new bank- 
ing screen, new safe deposit and security 
vaults, etc. 





Coming Bankers’ Conventions 


ALABAMA BANKERS ASSOCIATION, 
Birmingham, May 22-23. Secretary, M. A. 
Vincentelli, Alabama National Bank, Mont- 
gomery. 


AMERICAN BANKERS ASSOCIATION, 
Cleveland, September 29-October 2. Ex- 
ecutive manager, Fred N. Shepherd, 110 East 
42nd street, New York City. 


AMERICAN BANKERS ASSOCIATION 
EXECUTIVE COUNCIL, Old Point Com- 
fort, Va., May 5-8. Headquarters, Chamber- 
lin-Vanderbilt Hotel. Executive manager, 
Fred N. Shepherd, 110 East 42nd street, 
New York City. 


AMERICAN INSTITUTE OF BANK- 
ING, Denver, June 16-20. Secretary, Rich- 
ard W. Hill, 110 East 42nd street, New 
York City. 


ASSOCIATION 
BANKERS, Memphis, 
1930. 


CALIFORNIA BANKERS ASSOCIA- 
TION, Del Monte, June 4-7. Secretary, 
Frederick H. Colburn, 628 Mills Building, 
San Francisco. 


CENTRAL ATLANTIC BANK MAN- 
AGEMENT CONFERENCE, Philadelphia, 
March 14-15. 


CENTRAL STATES REGIONAL SAV- 
INGS CONFERENCE, Tulsa, Okla., March 
5-6. Headquarters, Mayo Hotel. 


COLORADO BANKERS ASSOCIA- 
TION, Glenwood Springs, June 27-28. Sec- 
retary, L. F. Scarboro, Mountain States 
Banker, Denver. 


CONNECTICUT BANKERS ASSOCIA- 
TION, New London, June 27-28. Secretary, 
Charles E. Hoyt, South Norwalk Trust Com- 
pany, South Norwalk. 


DISTRICT OF COLUMBIA BANKERS 
ASSOCIATION, Asheville, June 5-8. Sec- 
retary, W. J. Waller, vice-president Federal- 
American National Bank, Washington. 


EASTERN REGIONAL SAVINGS CON- 
FERENCE, New York City, March 20-21. 


FINANCIAL ADVERTISERS ASSOCI- 
ATION, Louisville, Ky., September 17-20. 
Headquarters, Brown Hotel. Secretary, Pres- 
ton Reed, 231 South LaSalle street, Chicago. 


FLORIDA BANKERS ASSOCIATION, 
St. Augustine, April 11-12. Secretary, W. O. 
Boozer, Atlantic National Bank, Jacksonville. 
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OF RESERVE CITY 
Tenn., April 28-30, 


GEORGIA BANKERS ASSOCIATION, 
cruise from Savannah to New York leaving 
Savannah June 7. Secretary, Haynes Mece- 
Fadden, 909 Walton Building, Atlanta. 


ILLINOIS BANKERS ASSOCIATION, 
Peoria, June 23-25. Secretary, M. A. Graet- 


tinger, 208 South LaSalle street, Chicago. 


INVESTMENT BANKERS ASSOCIA- 
TION, New Orleans, October. Headquar- 
ters, Roosevelt Hotel. Secretary, Alden H. 
Little, 105 South LaSalle street, Chicago. 


IOWA BANKERS ASSOCIATION, June 
16-18. Secretary, Frank Warner, 430 Lib- 
erty Building, Des Moines. 


KANSAS BANKERS pines ae 
Wichita, May 22-23. Secretary, W. 
Bowman, Topeka. 


KENTUCKY BANKERS ASSOCIA- 
TION, Louisville, September. Secretary, 
Harry G. Smith, 705 Marion E. Taylor 
Building, Louisville. 


LOUISIANA BANKERS ASSOCIA- 
TION, April 17-19. Secretary, G. R. Brous- 
sard, Bank of Abbeville, Abbeville. 


MAINE BANKERS ASSOCIATION, 
South Poland, June 21. Secretary, E. S. 
Kennard, Rumford National Bank, Rumford. 


MARYLAND BANKERS ASSOCIA: . 
TION, Atlantic City, May 21-22. Secretary, 
James W. McElroy, First National Bank, 
Baltimore. 


MID-WEST REGIONAL SAVINGS 
CONFERENCE, Detroit, March 27-28. 
Headquarters, Statler Hotel. 


MINNESOTA BANKERS ASSOCIA- 
TION, St. Paul, June 16-18. Secretary, 
George Susens, 718 National Building, Min- 
neapolis. 


MISSISSIPPI BANKERS ASSOCIA- 
TION, May 13-14. Secretary, George B. 
Power, Capital National Bank Building, 
Jackson. 


MISSOURI BANKERS ASSOCIATION, 
St. Louis, May 27-28. W. F. Keyser, Sedalia. 


NATIONAL ASSOCIATION OF MU- 
TUAL SAVINGS BANKS, Atlantic City, 
May 14-16. Headquarters, Hotel Traymore. 
Executive secretary, John W. Sandstedt, 347 
Madison avenue, New York City. 


NEW JERSEY BANKERS ASSOCIA- 
TION, Atlantic City, May 15-17. Secretary, 





VERY bank, large or small, city or country, needs the first book described 
on this page, for it gives a complete, concise idea of how to conduct a 
publicity and new business department in any bank. 


NO country bank should be without the second book, for what the new busi- 
ness department is to the city bank the agricultural department is to the 
country bank. The country bank has the advantage of being able to use the 


“New Business Department” also. 


New Business 
Department 


By T. D. MacGregor 


Table of Contents 


The Purpose of a New Business Depart- 
ment 


Aims and purposes of the department. 


Sources of New Business 


Prospects from present patrons; leads 
from various departments; affiliations 
of directors and stockholders; prospects 
from outside the banks; lists; inquiries; 
solicitations. 


Relations with Other Departments 


The New Business Department acts as an 
interpreter in helping the various de- 
partments to express themselves, to ex- 
plain to the public what they have to 
offer. 


Subdivisions of the Department 


Explains the machinery by which the 
manifold objects of a typical Depart- 
ment of Publicity and New Business are 
accomplished. Illustrated by forms. 


The Central Card File 


The heart of the work of the depart- 
ment. It has both negative and positive 
uses in the analysis of accounts, cutting 
out. waste and pointing the way to 
greater profits. 


Handling the Accounts of Banks 


Analysis of accounts, and plans for so- 
liciting new business from other bank- 
ing institutions. Readjustment of in- 
terest rates. 


Getting ‘‘Leads” from Inquiries 
Timely issuance of booklets. 
up inquiries. 
name, 


Following 
Making the most of a 


A Follow-Up System 


Outline of a typical follow-up plan. How 
in one year over $4,000,000 initial de- 
posits were received from ‘‘follow-ups.” 


New Business Ideas and Suggestions 
Duties of chief clerk; publicity commit- 
tee: press clippings; meeting advertis- 
ing solicitors; courtesies to visitors, etc. 


Bank Agricultural 


Department 


By R. A. Ward 


Table of Contents 


Bank Agricultural Service 
How to render such benefits and service 
to be derived from it. 


Organizing the Department—The Man and 
the Job 


Personality of the man; relation to other 
officers; first principles of the work. 


Planning a Program of Work 


Program of the First National Bank of 
Bend, Ore.; effect of the work. 


Using the Agricultural Survey 


Making a survey of farms in the terri- 
tory one of the best methods of analyz- 
ing the farming situation; agricultural 
property statement form given here. 


An Increased Crop Production Campaign 
Such a campaign can be carried on by 
a bank, in co-operation witn the local 
county agent or expert bank agricul- 
turalist; complete explanation given. 

Livestock Improvement Project 
No project lends itself more readily to 
bank co-operation than this campaign 
which can be carried on effectively for 
a period of years. Many illustrations 


and advertisements given with this 
chapter. 


Boys’ and Girls’ Club Work 


Carry on work in co-operation with the 
state club leaders who have this work 
thoroughly standardized, and are fa- 
miliar with methods to conduct it 
profitably. 


Advertising and Publicity 
No phase of country bank activity can 
be featured more frequently than that 
of a live agricultural department. Ex- 
amples of advertising given here. 


Banker-Farmer Activities 
Suggestions for banker-farmer “mixers,” 
luncheons and conferences; motion pic- 
tures, etc. 

Conclusion 


Friendly helpfulness and superior service 
wins more friends for the bank than the 
cold, mechanical banking of days past. 


BANKERS PUBLISHING COMPANY 


$1.25 each 


71-73 Murray Street, New York 


each $1.25 





446 


Armitt H. Coate, Burlington County Trust 
Company, Moorestown. 


NEW MEXICO BANKERS ASSOCIA- 
TION, Raton, May 16-17. Secretary, Mrs. 


Margaret Barnes, 318 North 6th street, Al- 
buquerque. 


NEW YORK STATE BANKERS ASSO- 
CIATION, Quebec, June 9-11. Headquar- 
ters, Chateau Frontenac. Secretary, Edward 
J. Gallien, 128 Broadway, New York. 


NORTH CAROLINA BANKERS AS- 
SOCIATION, Pinehurst, May 8-10. Secre- 
tary, Paul P. Brown, Raleigh. 


NORTH DAKOTA BANKERS ASSO- 
CIATION, Bismarck, June 24-25. Secretary, 
W. C. Macfadden, 54 Broadway, Fargo. 


OHIO BANKERS ASSOCIATION, Day- 
ton, June 4-6. Secretary, Charles H. My- 
lander, Huntington Bank Building, Columbus. 


OKLAHOMA BANKERS ASSOCIA- 
TION, May 20-21. Secretary, Eugene P. 
a 907-8 Colcord Building, Oklahoma 
ity. 


PENNSYLVANIA BANKERS ASSO- 
CIATION, Atlantic City, May 21-23. Secre- 
tary, C. F. Zimmerman, First National Bank, 
Huntington. 


PORTLAND BANK MANAGEMENT 
CONFERENCE, Portland, Ore., March 5-6. 
General chairman, John N. Edlefsen, vice- 
= West Coast National Bank of Port- 
and. 


RHODE ISLAND BANKERS ASSO- 
CIATION, East Providence, May. Secretary, 
John C. Peel, Rhode Island Hospital Trust 


Company, Providence. 
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SECRETARIES CENTRAL STATES 
CONFERENCE, Tulsa, March 3-4. 


SOUTH CAROLINA BANKERS ASSO. 
CIATION, Myrtle Beach, June 17-19. Sec: 
retary, Henry S. Johnson, 801 Carolina Life 
Building, Columbia. 


SOUTH DAKOTA BANKERS ASSO- 
CIATION, Aberdeen, June: 11-13: Secre- 
tary, George A. Starring, City Hall Build- 
ing, Huron. 


SOUTHERN BANK MANAGEMENT 
CONFERENCE, Atlanta, March 25-26. 


TENNESSEE BANKERS ' ASSOCIA. 
TION, Knoxville, May 15-16. Secretary, 
H. Grady Huddleston, 1015 Independent 
Life Building, Nashville. 


TEXAS BANKERS ASSOCIATION, 
May 13-15. Secretary, W. A. Philpott, Jr., 
Dallas. 


UTAH BANKERS ASSOCIATION, Salt 
Lake City, June 20-21. Secretary, H. B. 
Crandall, First State Bank, Salina. 


VIRGINIA BANKERS ASSOCIATION, 
Hot Springs, June 26-28. Secretary, W. S. 
Irby, Bank of Lunenburg, Kenbridge. 


WASHINGTON BANKERS ASSOCIA- 
TION, Bellingham, June 19-21. Secretary, 
J. W. Brislawn, 810 Alaska Building, Seattle. 


WESTERN REGIONAL SAVINGS 
CONFERENCE, Salt Lake City, May 27-28. 


WISCONSIN BANKERS  ASSOCIA- 
TION, Milwaukee, June 45-7. Secretary, 
Wall G. Coapman, 717 Caswell Block, Mil- 


waukee. 


WYOMING BANKERS ASSOCIATION, 
Casper, August 29-30. Secretary, Harry B. 
Henderson, Cheyenne. 








Examples of Recent Bank Building 
Operations 


Particularly appropriate for a community bank is this new building of the Clinton 

Savings Bank, Clinton, Mass. It is constructed of red brick with white trimmings 

and resembles a colonial home rather than a commercial building. The interior of 

the building carries out the colonial effect. Hutchins & French, Boston, were the 
architects for the building. 
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Main banking room of the Union National Bank and Trust Company, Souderton, 
Pa., for which Tilghman Moyer Company of Allentown, Pa., were the architects. 
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Proposed new building of the Mid-City Trust Company of Plainfield, 

N. J., designed by Holmes & Winslow, bank architects of New York. 

Present plans call for the construction of two or three stories in the near 

future, with foundations and steel work heavy enough to carry the structure 
to its full height eventually. 
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The Rochester Trust and Safe Deposit Co., Rochester, N. Y., showing the new 
six-story addition at the left and the old building in the center. The building is 
of neo Greek design and is of pink Milford granite. 
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Entrance to the main safe deposit vault in the new Government Savings Bank of New 


South Wales. 


The huge circular door and the steel-work in the safe deposit vault were 


constructed by Chubb & Son's Lock & Safe Co., Ltd., London. 


Equitable to Offer Investment Advice to 
Individuals 


LANS are being made by the 
Presura Trust Company of New 

York to extend to individual cus- 
tomers on a contract basis the invest- 
ment service that it has rendered banks 
and other institutions. 

The service is designed to meet the 
requirements of the individual as they 
cannot be met by investment in com- 
posite funds or other types of group 
investment. It is held that the wage- 
earner, beneficiary of a trust fund, or 
other person to whom a regular income 
accrues, can more reasonably place a 
high proportion of his funds in com- 
mon stocks than can the partner in a 
business enterprise, for the one is in a 
Position similar to that of the bond- 


holder, while the other is in a position 
comparable with that of a common 
stock investor. Problems of age, health 
and dependents also enter into the se- 
lection of an investment portfolio for 
the individual, and these will be met 
by the new service. 

It is understood that the fee charged 
for the investment advice will be based 
on the capital of the individual. 

The fee usually exacted by invest- 
ment counsel firms is one-half of 1 per 
cent. of the principal involved. 

Work of formulating plans for the 
new department is in the hands of J. C. 
Traphagen and C. E. Richardson, vice- 
presidents of the trust company. Mr. 
Traphagen has charge of Equitable’s 
investment department. 








New building of La Previsora National Bank of Credit, Guayaquil, Ecuador. 


Ecuador Bank Shows Renee 
Growth in Ten Years of 
Existence 


T the close of its first ten years 
Ae existence, marked by the erec- 
tion of a modern banking home, 
La Previsora National Bank of Credit 
has established itself as one of the 
most modern and progressive commer- 
cial banking institutions in Ecuador, 
South America. The bank was estab- 
lished in Guayaquil, the principal port 
of Ecuador and center of its foreign 
trade, in 1920 and has shown a re’ 
markable growth since that time. 
The bank's original capital was 
$300,000 and three months after its 
establishment deposits amounted to 
$1,000,000. At present its capital is 
$1,500,000, reserves are $750,000 and 
deposits $10,250,000. Only $1,000,000 
of the capital was paid by the stock- 
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holders, the remaining $500,000 and 
the $750,000 reserves having been 
taken out of profits, out of which 
annual dividends of 12 per cent. have 
also been paid ever since the bank's 
establishment. The dividend rate was 
raised to 16 per cent. in 1929. 

A comparative statement taken from 
the annual report of the Superintendent 
of Banks in Ecuador, for 1929, shows 
that La Previsora National Bank of 
Credit ranks first among the banks of 
Guayquil in deposits and cash re- 
serves. 

During its comparatively brief ex- 
istence the bank has weathered an 
economic crisis which began in 1925 
in Ecuador and from which the coun- 
try is not yet completely free. When 
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Main banking room on the ground floor, showing the receiving tellers’ windows in the 
foreground. 


a new monetary system was established 
and new banking laws passed in 1927, 
as a result of the recommendations of 
Prof. E. W. Kemmerer, two of the 
nine banks then operating in Guaya- 
guil were pwt into the hands of re- 
ceivers and two others liquidated. La 
Previsora National Bank of Credit 
continued to operate freely and proved 


that its organization was on a sound 
basis. 

The bank's survival of this financial 
crisis brought to it increased confidence 
from the people of Guayaquil and 
statistics now show that 85 per cent. 
of the registered merchants of the city 
keep their commercial accounts with 
La Previsora National Bank of Credit. 


Entrance to the safe deposit vault of the bank. The door was manufactured by the 
York Safe and Lock Company, York, Pa. 
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The bank also has 48 per cent. of the 
total banking deposits of the city, 51 
per cent. of the total banking cash 
resources and 24 per cent. of the total 
bills discounted by the banks of the 
city. 

Before the establishment of the Cen- 
tral Bank of Ecuador, La Previsora 
National Bank of Credit acted as such. 
Thirty-seven per cent. of its portfolio 
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33 per cent. of the total payments made 
by merchants of Ecuador abroad for 
imports and other services pass through 
that department. 

La Previsora National Bank of Credit 
enjoys considerable credit abroad and 
its connections in New York and Lon- 
don have assisted in its rapid growth. 
Its bankers in the United States are 
the Guaranty Trust Company of New 


The manager's office on the main floor, through which many business transactions in 
the Ecuadorian market are made. 


consisted then of notes rediscounted to 
other banks in Guayaquil. 
THE FOREIGN DEPARTMENT 

During the first seven years after it 
was. established, the bank’s business 
activities were limited to the domestic 
market, but, in order to provide com- 
plete banking services for its customers, 
a foreign collection department was 
established two years ago and in this 
comparatively brief period has attained 
a prominent place in Ecuadorian 
foreign trade. At present more than 


York, the National City Bank of New 
York, the Irving Trust Company of 
New York, the Chemical Bank and 
Trust Company of New York, the 
Commercial National Bank and Trust 
Company of New York, the Royal 
Bank of Canada, the First National 
Bank of Boston and the Anglo & 
London Paris National Bank. In 
Europe its bankers include the National 
City Bank of New York, London and 
other European branches; the Midland 
Bank Limited; the Norddeutsche Bank 
in Hamburg; the Union Bank of 
Switzerland; the Credito Italiano: the 
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Banco Aleman Transatlantico; and the 
International Banking Corporation. 
Arrangements made with these insti- 
tutions place the bank in a position to 
draw on any important place in the 
world. 

Credit information is furnished by 
La Previsora National Bank of Credit 
to American and European bankers and 
has aided in the development of sound 
business relations with Ecuadorian mer- 
chants. 


MANAGEMENT 


Management of the bank is en- 
trusted to a general manager, a man- 
ager, two sub-managers and to a con 
sulting board of directors, composed 
of five members. 

In accordance with laws enacted by 
the government in 1927, under the 
recommendations made by Professor 
Kemmerer, the bank is divided into 
four departments: commercial, mort- 


gage, savings and trust. 
The commercial department is the 


principal one, most of the commercial 
and banking transactions of the Ecua- 
dorian market being executed through 
it. 

The mortgage department deals with 
the granting of loans on real estate, 
and its bonds are considered as a first 
class investment. The savings depart- 
ment offers several savings plans, and, 
finally, the trust department is author- 
ized to handle interests of clients under 
the same principles as banking institu- 
tions of the United States. 

The new building in which the bank 
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is now located was constructed in 
1929. It is situated in the center of 
the city and is of concrete. Its area 
of 15,000 square feet is wholly occu- 
pied by the various departments of the 
bank. The structure was awarded a 
gold medal by the City Council of 
Guayaquil for being the best and most 
beautiful building erected in the city 
during 1929. : 

Everything has been done to provide 
modern equipment. The control de- 
partment is equipped completely with 
Burroughs machines, which eliminate 
the use of pass-books written by hand. 
In the savings department are several 
electric posting machines _ especially 
manufactured by the National Cash 
Register Company for the use of sav- 
ings banks. These machines enable the 
department to easily care for the in- 
stitution’s more than 7000 savings ac- 
counts. The department of receiving 
tellers has a set of machines printing 
in triplicate detailed data for each de- 
posit. made. 

The building has been designed with 
the tropical climate of Ecuador in 
mind. Working spaces are large and 
roomy, with large windows and plenty 
of light. 

On the first floor of the bank are 
located the main banking room and the 
manager's office. The bank vault, 
equipped with a door manufactured 
by the York Safe and Lock Company, 
of York, Pa., and containing 200 safe 
deposit boxes, is directly below a vault 
for the accounting department. The 
latter is also equipped with a York 
door. 





The salon mixte of the 
S. S. Paris has a glass 
dance floor lighted from 
below. 


A cabin which may be 
converted into a suite. It 
is finished in the modern- 
istic style and expresses 
comfort and beauty. 
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The new smoking room 
of the S. S. Paris has 


highly polished woodwork 
and modern lighting and 
fixtures. 





The foyer of the S. S. Paris as it looks after renovation. 


French Liner Paris Is Refitted 


ODERNISTIC decorations and 

furnishings have been used to 

good advantage in the refitting 
of the S.S. Paris, of the French Line, 
which was recently completed. The 
main entrance, which, with the grand 
Staircase, is illustrated above, has a new 
garb and attractive new lighting effects, 
in the modernistic vein. The railings 
add an additional attractive note. 

One of the most noteworthy features 
of the liner is the salon mixte, which 
has a dance floor of glass, lighted from 
below by 1000 electric bulbs. More 


than a thousand different color effects 
can be obtained by various combinations 
of the yellow, green, red and purple 
bulbs. When it is not being used for 
dancing, this floor is covered by a 
modernistic rug. 

Highly polished ash woodwork has 
been used in the new smoking room. 
Its finish makes it resemble marble 
rather than wood. Modern lighting 
and fixtures have been installed and the 
old bright red leather chairs have been 
replaced by soft quiet colors in the up- 
holstery. 
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The Service Charge 
on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; 


—tells how the service charge has worked out in in- 
stitutions where it has been tried out; 


—gives practical information as to the best and sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 

71 Murray Street, New York, N. Y. 
Please send me, postpaid, a copy of The Service Charge on Demand Deposits. 
I agree to remit $2.50 within five days or return the book. 
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The Service Charge on Demand Deposits 


The fact that only 53.4 per cent. of demand deposits are profitable, a result deter- 
mined from answers to a questionnaire sent out to 100 representative banks through- 
out the United States, makes this volume of utmost value to every banker who has 


not already installed a service charge on demand deposits. 


The Service Charge on 


Demand Deposits was written by W. Gordon Jones and published by the Bankers 


Publishing Company. 
[)exesine bank profits and 


increasing expenses have made 

the question of imposing a serv- 
ice charge on demand deposits one of 
the major problems of the banker. 

How can the service charge be put 
into effect with as little friction and 
loss of customers as possible? 

How has it worked out in the banks 
in which it has already been installed? 

Is it possible for a single bank in a 
community with several banking ‘in- 
stitutions to successfully impose a serv- 
ice charge? 

What is the simplest method of dis- 
tinguishing between profitable and un- 
profitable accounts? 

What should the charge be, and what 
the minimum average daily balance? 

These and other similar questions are 
answered in this new book, which aims 
to show, in as practical form as pos- 
sible, how the service charge has worked 
out in actual practice. 

The author takes up, first, the defini- 
tion and function of a bank and ex- 
plains why, under present banking con- 
ditions, a service charge on deposits sub- 
ject to check is a sound business meas- 
ure in keeping with banking tradition. 

The status of checking accounts, the 
bank’s loss on them, and the causes of 
the existence of these accounts are 
brought out in the second chapter, 
“Unprofitable Checking Accounts.” 

In chapter three is outlined the 
method for determining the unprofitable 
account, set out in simple terms so that 
it may be put into practice with the 
minimum of effort in any bank. 

Chapter four presents methods for 


Its price is $2.50. 


installation and operation of the serv- 
ice charge and chapter five shows what 
such a charge will accomplish. 

The five appendices which accompany 
the book are of much value. In them 
are given the results of the question- 
naire sent out to 100 representative 
banks; tables showing how accounts 
should be analyzed (both individual 
and corporation accounts are consid- 
ered); forms to be used for announcing 
the installation of the charge and dur- 
ing operation; and a number of mis- 
cellaneous questions and answers on 
the subject. A special appendix is de- 
voted to terminology, much of which, 
however, will already be known to the 
banker. 

“The service charge,” says the author, 
“having two principal purposes, either 
payment for services rendered or a cor- 
recting influence, has been. favorably re- 
ceived wherever it has been put into 
practice in the correct manner. : 
Those who increase their balances are 
fulfilling the ultimate end of the charge 
on small accounts and reaping the bene- 
fits of a larger balance by so doing. 
Those who withdraw their accounts be- 
cause of the charge are few in number 
and are unreasonable to the extent that 


they will not pay for what they get 


and would rather have free service than 
a strong bank. Some depositors will 
transfer their accounts to the savings 
department to avoid payment of the 
charge and usually discover later that 
they cannot get along without checking 
service and transfer back, either paying 
the charge or increasing their balances 
to the required amount. 4 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


THE BANK FOR INTERNATIONAL SET- 
TLEMENTS. By Paul Einzig. Lon- 
don: Macmillan & Co., Limited. 


Not only is this a most timely con- 
tribution to financial literature, but it is 
exceedingly valuable because of the 
thoroughness and ability with which 
the author discusses the many weighty 
problems involved in the creation and 
operation of this new type of banking 
institution. There are two leading as- 
pects in which the bank is regarded: 
the possibility of political interference 
with its operations, and the dangers 
from inflation. The latter aspect is the 
one to which the author gives careful 
attention, and he points out that great 
wisdom of management will be required 
to prevent the bank from becoming a 
terrible instrument of inflation. That 
this danger is real appears from the 
very nature of the institution itself: 
it is a rediscount bank for banks of re- 
discount. Another phase of the bank’s 
operation to which much attention is 
paid is in reference to the control of 
international gold movements. 

The Bank for International Settle- 
ments marks a new departure in the 
financial mechanism of the world, and 
its constitution and probable limits of 
activity are of great practical interest. 
Dr. Einzig’s study of the subject will 
be welcomed for its timeliness, and for 
the clarity and breadth of his discus- 
sion of the problems with which the 
bank will have to deal. 


ForEIGN Securities. Bv John T Mad- 
den, M. A., C. P. A., and Marcus 
Nadler, J. D. New York: The Ronald 
Press Company. 

THERE is, perhaps, no department of 

investment and banking where accurate 

information is so much needed as in 
the field of foreign investing—one into 
which American capital has but recent- 
ly entered. This need is admirably met 
by the volume under consideration. Both 
the authors are well equipped for the 
work they have undertaken, Professor 
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Madden being dean of the School of 
Commerce, Accounts and Finance of 
New York University, and Professor 
Nadler, associate professor of finance in 
that institution. Both are associated with 
the Institute of International Finance, 
the former as director and the latter as 
research director. Of the thorough 
character of their united labors the book 
is an eloquent witness. It treats exten: 
sively of the practical matters about 
which those dealing in foreign securities 
need to be informed. The work is ex- 
ceedingly well done. The volume con- 
stitutes a welcome and valuable addition 
to financial literature—welcome because 
of the importance of the subject and the 
painstaking character of the work itself. 


A TEXTBOOK OF ECONOMICS. By W. A. 
Weston, M. A., B. Sc. New York: 
Isaac Pitman & Sons. 


WHILE the principles of economic sci 
ence, once rightly discerned, remain the 
same, the application of them must vary 
with changing conditions. Society in its 
economic organization is undergoing 
transitions quite as far-reaching as those 
which have taken place in the political 
realm. We may not concede that we are 
in the “New era” in so far as may con- 
cern the underlying principles of eco- 
nomics, but we are called on to apply 
these principles to new conditions and 
on a scale for which the past furnishes 
no clear guide. Hence the need of a 
fresh presentation of the subject from 
time to time. 

While this volume is written from 
the English standpoint, thus limiting the 
value of some of its contents to that 
country, there is much of general inter- 
est included in its treatment of the 
various subjects. There are instructive 
chapters on money, prices and banking. 


BANK SALES MANAGEMENT. By Mah- 
lon D. Miller, New York: The Ron- 
ald Press Company. 

THE purpose of this volume is well in 

dicated by the following extract from 
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the preface: “Fortunate as a bank may 
be in its location, or in the strength of 
its board of directors, or in the capacity 
of its personnel, the real criterion for 
judging it is its proven ability to cell its 
service and make net profits—that is, to 
obtain, retain and develop new busi- 
ness.” 

Not only does the author, who is 
manager of the new business depart- 
ment of the Lake Shore Trust and Sav- 
ings Bank of Chicago, deal adequately 
with bank sales management, but in- 
cludes nearly every detail of the practi- 
cal conducting of a bank, taking into 
consideration all the various depart- 
ments. His principles are sound, and the 
methods are such as have been tested by 
experience and found efficient. 

The text matter is printed in large 
clear type and arranged with numerous 
sub-headings, making consultation easy. 

Bankers who wish to be more fully 
informed as to modern methods of ob- 
taining and retaining new business, will 


find this book most helpful. 


UNDERSTANDING THE STOCK MarRKET. 
By Alliston Cragg. New York: 
Greenberg, publisher. 

IT is the purpose of this book to furnish 
information for the non-professional op- 
erator in stocks—information which is 
too often apparently absent from the 
minds of many who are interested di- 
rectly in stock market activities. If the 
non-professional operator is to continue 
his dealings, he will be the better able 
to understand what he is doing by read- 
ing this and similar books. 


PuBLic FINANCE. By Harley Leist Lutz, 
Ph. D. New York: D. Appleton & 
Co: 

Tus volume bridges the gap between 

every-day experience of taxpaying and 

a knowledge of the principles that 

should govern procedure in the activi- 

ties of government relating to the col- 
lection and disbursement of public 
funds. The author states in the preface 
that the growth of the spirit of scientific 
research is one of the most hopeful in- 
dications of the growing interest in the 








The Fundamentals 


——_———_of 


Good Bank Building 


By 
ALFRED HOPKINS 


Specialist in Bank Architecture 





This book is a complete treatise 
on the subject, profusely illustrated 
and beautifully printed. You owe 
it to your bank to read it. $7.50 





Send for a copy 
on approval 


BANKERS PUBLISHING CO. 


71 Murray Street, New York 
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subject of public finance. This develop- 
ment will be greatly aided by the care- 
ful study Professor Lutz has made. 


SHIPPING DocuMENTS. By A. J. Hodg- 
son, M. A., L. L. B. London: Effing- 
ham Wilson. 


THOSE interested in overseas commerce 
will find in this volume much valuable 
practical information relating to in- 
voices, bills of exchange, bills of lading, 
and marine insurance policies. 


BOOKS RECEIVED 


Mexico’s Capacity To Pay. By G. But- 
ler Sherwell. Washington. 

A GENERAL analysis of the present in- 

ternational economic position of Mexico. 


Raw MATERIALS OF INDUSTRIALISM. By 
Hugh B. and Lucy W. Killough. New 
York: Thomas Y. Crowell Co. 

A FOUNDATION work in economics, 

which makes a survey of the raw mate- 
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rials of the world as a basis for trade 
and commerce; with tables and graphs. 


INHERITANCE AND OTHER LIKE TAXES 
—A TREATISE ON DEATH DUTIES. 
By Albert Handy, L. L. B. New York: 
Prentice-Hall. 

PRESENTS in brief form the fundamen- 
tal principles of death taxes, and explains 
the important legal and accounting as- 
pects of the subject. Considers taxable 
transfers, rates, exemptions, valuation 
of estates, and other related subjects, 
with ample necessary forms and cita- 
tions. 


BUSINESS AND PROFESSIONAL SPEAK- 
ING. By William Phillips Sanford and 
Willard Hayes Yeager. Chicago: A. 
W. Shaw Co. 

THE three parts of this work include 

principles of persuasive speaking, types 

of business talks and the personal con- 
ference, and are designed to meet the 
need for practical instruction in the 
speaking incident to every-day business 


life. 


THE LAw oF BANKER AND CUSTOMER. 
By: James Walter Smith, revised by 
R. Borregaard. London: Effingham 
Wilson. 


A REviEW of the history and constitu- 
tion of the various types of English 
banks with a statement of the law and 
the various decisions made in recent 
years in elucidation of special points. 


NEW EDITION OF MANUAL 


A NEW edition of his manual, Amer- 
ican Underwriting Houses and Their 
Issues, has been issued by Otto P. 
Schwarzchild, 82 Beaver street, New 
York. It contains the underwriting 
activities of more than a_ thousand 
American investment houses, so ar- 
ranged as to be easily available. A new 
feature of this edition is a list of ac- 
countants, appraisers, engineers and 
lawyers mentioned in the newspaper 
syndicate advertisements in connection 
with financial statements, legality, etc. 


THE BANKERS MAGAZINE 


BANKING IN THE UNITED 
STATES 


THE above title is that of a booklet # 


issued by the Union Bank of Scotland, 
Limited, Glasgow, containing two arti- 
cles by Norman L. Hird, general mane © 


ager of the bank, reprinted from the | 


Glasgow Herald. The first article is on” 
the merits and defects of the Federal 7 
Reserve System, and the second on the 7 
Wall Street slump. 


ECONOMIC CONDITIONS IN 
CZECHOSLOVAKIA 


PETSCHEK & Co., bankers, Prague, have 4 
issued in the form of a 110 page book- | 


let an economic review of the year 1928 4 
It includes discus © 


in Czechoslovakia. a 
sion of the money market and banking, 7 
industry and trades, foreign trade, the © 
public debt, budget for 1929, 
numerous other statistical data. 


PROFIT-SHARING SURVEY 


THE profit-sharing plans of more than | 
eighty companies in the United States © 
and Canada ara incorporated in a sur 
vey issued recently by the Policyhold- 4 
ers Service Bureau of the Metropolitan © 
Life Insurance Company, New York. | 
The booklet, “Sharing Profits with Em | 


ployes,” considers only agreements § 
made in advance by employer and em: § 
ploye and does not include bonuses, etc. 4 


NEW BOOKS 


PEOPLE vs. WALL STREET; A Mock q 
TriAL. By William Floyd. New 4 
York: Vanguard Press. , $2.65. a 


SHAKESPEARE IN WALL STREET. By © 
Edward Henry Warren. Boston: | 
Houghton. $1.15. 1 


THE JAPAN YEAR Book; complete cy- ] 
clopedia of general information and | 
statistics on Japan and Japanese tet = 
ritories for the year 1930. New ] 
York: Dixie Business Book Shop. | 
$10.15. 





and = 


N.S soeeasiaratvianeains 





